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To  Members  of  the  Fortieth  Legislative  Assembly: 

Although  the  Council  belie\es  that  action  should  be  taken  immediately 
to  improve  the  financial  condition  of  retirement  funds  for  policemen  and 
firemen,  there  is  no  consensus  on  the  part  of  municipalities  and  members  of 
those  systems  on  any  single  means  of  improving  the  funds.  This  report  contains 
the  findings  of  the  Council  and  legislation  that  would  improve  the  condition 
of  the  retirement  funds.  If  proposals  to  change  the  retirement  systems  are 
submitted  in  1967,  they  should  be  com.pared  carefully  with  the  legislation 
contained  in  this  report. 
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SENATE  JOINT  RESOLUTION  NO.  1 

Introduced  by 
Rostad,  Beley,  Dussault,  Thomas,  Reardon,  Hilling,  Moritz 

A  JOINT  RESOLUTION  OF  THE  HOUSE  OF  REPRESENTATIVES  AND  THE  SENATE  OF  THE 
STATE  OF  MONTANA  REQUESTING  THAT  THE  LEGISL.\T1VE  COUNCIL  CONDUCT  A  COM- 
PREHENSIVE STUDY  OF  RETIREMENT  SYSTEMS  FOR  POLICEMEN  AND  FIREMEN  IN  THE 
STATE,  AND  SUBMIT  A  WRITTEN  REPORT  OF  THEIR  FINDINGS  TOGETHER  WITH  ANY 
NECESSARY  RECOMMENDATIONS  AND  IMPLEMENTING  LEGISLATION  TO  THE  FORTIETH 
LEGISLATIVE  ASSEMBLY. 

WHEREAS,  sound  retirement  systems  are  of  primary  importance  to  a  municipality  seeking  to  attract 
competent,  well  qualified  policemen  and  firemen,  and 

WHEREAS,  local  retirement  systems  for  policemen  and  firemen  are  financed  in  part  by  a  local  prop- 
erty tax,  and 

WHEREAS,  tlie  financial  condition  of  these  funds  thus  has  a  direct  bearing  on  local  property  taxes, 
and 

WHEREAS,  if  these  funds  are  not  actuarially  sound  at  the  present  time,  the  municipalities  may  be 
incurring  a  steadily  increasing  financial  obligation,  and 

WHEREAS,  in  the  future  die  municipalities  may  be  faced  with  the  equally  unpleasant  alternatives 
of  large  increases  in  local  property  taxes  or  reductions  in  benefits  paid,  and 

WHEREAS,  a  sudden  and  drastic  increase  in  taxes  upon  property  in  the  future  to  finance  an  unfunded 
hability  being  incurred  at  die  present  time  would  disrupt  the  financial  structure  of  municipalities  of  the 
state,  and 

WHEREAS,  it  would  be  inequitable  to  reduce  the  benefits  paid  to  retired  policemen  and  firemen,  or 
tlieir  surviving  dependents,  if  retirement  fimds  were  not  sufficient,  and 

WHEREAS,  a  major  problem  of  these  systems  appears  to  be  the  small  membership  because  contribu- 
tions and  benefits  of  retirement  systems  are  usually  computed  on  averages,  but  in  very  small  systems  aver- 
ages have  limited  application,  and 

WHEREAS,  as  a  result  of  tlie  present  provision  for  financing  these  systems,  some  of  the  funds  never 
become  large  enough  to  reahze  substantial  interest  earnings  although  this  is  an  important  source  of  revenue 
to  most  retirement  systems,  and 

WHEREAS,  a  preliminary  survey  of  these  systems  conducted  by  the  Legislative  Council  during  the 
1963-65  biennium  in  conjunction  with  a  study  of  state  retirement  systems  raised  doubt  regarding  the  fi- 
nancial condition  of  some  of  the  funds,  and 

WHEREAS,  any  adjustments  in  the  systems  must  be  equitable  to  the  local  taxpayers  and  members  of 
the  systems  alike,  and 

WHEREAS,  reasonable  recommendations  to  improve  the  systems  can  be  made  only  after  an  actuarial 
examination  of  the  local  funds  has  been  completed. 

NOW,  THEREFORE,  BE  IT  RESOLVED  BY  THE  SENATE  AND  HOUSE  OF  REPRESENTA- 
TIVES OF  THE  STATE  OF  MONTANA: 

That  the  Legislative  Council  conduct  a  comprehensive  study  of  retirement  systems  for  pohcemen 
and  firemen  in  the  state,  retaining  any  consultants  necessary,  and  submit  a  written  report  of  their  findings 
together  vvitli  any  necessary  recommendations  and  implementing  legislation  to  the  Fortieth  Legislative  As- 
sembly. 

BE  IT  FURTHER  RESOLVED,  that  this  study  should  include,  but  not  be  limited  to,  the  present  finan- 
cial and  actuarial  status  of  the  systems,  investment  procedures,  rate  of  employer  and  employee  contribu- 
tion, and  administrative  structure  including  the  feasibility  and  desirabihty  of  an  agency  of  state  government 
administering  and  investing  the  funds. 

BE  IT  FURTHER  RESOLVED,  that  the  secretary  of  state  is  instructed  to  send  a  copy  of  this  reso- 
lution to  the  Executive  Director  of  the  Legislative  Council. 


RETIREMENT  SYSTEMS  FOR  POLICEMEN  AND  FIREMEN 

Introduction 

The  1964  Legislative  Council  report  Personnel  Management  drew  attention  to  the  questionable  financial 
condition  of  retirement  funds  for  policemen  and  firemen.  The  Council's  forecast  of  possible  financial  diffi- 
culties for  tiiese  retirement  systems  resulted  in  a  legislative  request  for  further  study  of  the  problem  by  an 
actuary  and  the  Council  during  the  1965-66  interim. 

Senate  Joint  Resolution  No.  1  of  the  1965  legislatiure  requested  that  the  Council  conduct  a  comprehen- 
sive study  of  retirement  systems  for  policemen  and  firemen  in  the  state  retaining  any  consultants  necessary. 
The  resolution  asked  that  tiie  study  include  the  present  financial  and  actuarial  status  of  the  systems, 
investment  procedures,  rate  of  employer  and  employee  contiibutions  and  administrative  stiuctiu-e  including 
the  feasibihty  and  desirability'  of  an  agency  of  state  government  administering  and  in\esting  tlie  fimds.  The 
resolution  noted  that:  (1)  the  financial  condition  of  the  funds  has  a  direct  bearing  on  local  property  taxes; 
(2)  if  the  funds  are  not  actuarially  sound  at  present  the  mimicipahties  may  be  incurring  a  steadily  increas- 
ing financial  obligation;  (3)  in  the  future  the  municipalities  may  face  the  equally  unpleasant  alternatives 
of  large  increases  in  local  property  ta.xes  or  reductions  in  benefits  paid;  and  (4)  sudden  and  drastic  tax 
increases  would  disrupt  the  financial  structiure  of  many  municipalities  yet  a  reduction  in  benefits  would 
be  inequitable  to  persons  drawing  benefits  from  the  retirement  systems.  The  resolution  stated  that  any 
adjustments  in  the  systems  must  be  equitable  to  both  local  taxpayers  and  members  of  the  systems.  Before 
any  recommendations  were  formulated,  the  Council  was  asked  to  have  an  actuarial  examination  of  the 
systems  made. 

In  comphance  with  the  resolution,  the  Council  retained  the  firm  of  Martin  E.  Segal  Company  of  New 
York  to  conduct  an  actuarial  survey  of  the  retirement  systems.  The  survey  was  restricted  to  municipalities 
which  adhere  to  the  metiopolitan  police  law  (establishing  a  separate  retirement  system  for  policemen)  and 
to  municipalities  having  full  time  paid  fire  departments.  The  actuarial  sur\'ey  covers  only  municipahties 
having  full  time  paid  fire  departments  for  several  reasons  including:  (1)  financial  demands  on  retirement 
funds  are  greatest  for  paid  departments;  (2)  retired  members  of  paid  departments,  and  their  dependents, 
depend  upon  the  pensions  as  a  primarj'  source  of  income  although  such  is  not  the  case  for  volunteer  de- 
partments; and  (3)  including  volunteer  departments  would  have  expanded  the  study  substantially.  The  actu- 
arial sur\ey,  covering  18  retirement  systems  for  policemen  and  15  retirement  systems  for  full  time  paid 
firemen  in  19  municipalities,  appears  in  Appendix  A. 

General 

Retirement  systems  for  policemen  were  established  in  1927.  Municipalities  of  the  first  and  second 
class  (population  in  excess  of  5,000)  must  maintain  police  retirement  systems  under  the  metiopoUtan  police 
law  (Chapter  18,  Title  11,  R.C.M.  1947).  Other  municipalities  may  adopt  the  metiopolitan  pohce  law  by 
ordinance.  At  present  18  municipahties  maintain  retirement  systems  for  pohcemen  under  die  metiopohtan 
police  law. 

Retirement  systems  for  firemen  were  estabhshed  in  1907.  All  incorporated  mimicipalities  which  main- 
tain a  fire  department  must  have  a  rehef  association  (Chapter  19,  Title  11,  R.C.M.  1947).  All  associations 
must  maintain  a  disability  and  pension  fund,  but  only  about  one-third  of  the  municipalities  have  a  retire- 
ment system.  The  relief  association  may  estabhsh  a  retirement  system,  or  it  may  use  fimds  to  purchase 
group  health  and  accident  insurance  for  firemen.  This  study  was  restricted  to  15  municipalities  having 
full  time  paid  firemen  under  a  retirement  system  for  the  reasons  stated  above. 

Administration 

Administration  of  retirement  systems  for  policemen  is  vested  in  a  3  member  police  commission.  Mem- 
bers of  the  commission  are  nominated  by  the  mayor  (or  city  manager)  and  confirmed  by  the  cit>'  council 
or  commission.  Members  serve  for  3  year  terms  and  are  compensated  as  determined  by  tiie  council  or 
commission  at  not  more  than  $10  per  day.  Total  compensation  may  not  exceed  $50  per  month  for  poUce 
commission  members  in  first  and  second  class  cities.By  ordinance,  a  municipality  of  other  than  the  first 
or  second  class  may  provide  for  a  pohce  commission.  Management  of  the  retirement  fund,  however,  is 
vested  in  a  5  member  board  consisting  of  the  mayor,  city  clerk,  city  attorney,  and  2  members   of  the 


police  force  elected  by  a  majority  vote  of  all  members.  Administration  of  each  retirement  system  for 
firemen  is  vested  in  the  fire  department  relief  association  governed  by  a  7  member  board  of  trustees  con- 
sisting of  the  president  of  the  rehef  association,  the  chief  of  the  fire  department  ex  officio,  and  5  mem- 
bers elected  annually  by  the  members  of  the  relief  association. 

Sources  of  Financing 

The  employer  contribution  for  policemen's  retirement  funds  is  financed  through  a  mill  levy  on  prop- 
erty which  cannot  e.xceed  3  mills,  an  employee  contribution  of  3  percent  of  montlily  salary,  and  interest 
earned  on  invested  funds.  After  June  30,  1967,  police  retirement  funds  will  also  receive  a  distribution  of 
money  from  the  state  from  the  premium  tax  on  insurance.  Fines  (departmental),  gifts,  and  donations 
paid  or  given  to  the  police  department  also  become  a  part  of  tiie  retirement  fund. 

Contributions  to  the  firemen's  retirement  funds  come  from:  (1)  an  employer  contribution  financed 
through  a  mill  levy  on  property;  (2)  an  employee  contribution  of  3  percent  of  monthly  compensation;  (3) 
an  amount  equal  to  taxes  on  numerous  types  of  insurance  covering  property  in  the  municipality  which 
is  distributed  annually  by  the  state  auditor;  and  (4)  interest  earned  on  invested  funds.  Gifts,  bequests, 
fees,  emoluments  and  donations  may  also  be  deposited  in  the  fund,  if  the  fund  drops  below  1  percent 
of  the  taxable  valuation  of  property  in  the  municipality',  a  levy  of  up  to  2  mills  must  be  made  to  main- 
tain the  fund  at  1  percent  of  valuation.  If  the  fund  drops  below  one-half  of  1  percent,  a  lew  up  to  3 
mills  must  be  made.  In  third  class  municipalities,  a  levy  of  up  to  2  mills  must  be  made  if  the  fund  drops 
below  2  percent  of  taxable  property  valuation  in  the  municipality. 

Retirement  Provisions 

Policemen  may  be  placed  on  the  reserve  list  (retired)  after  20  years  of  service.  If  a  policeman  reaches 
the  age  of  65,  he  must  be  retired.  Policemen  employed  generally  must  be  at  least  21  and  not  more  than 
35  years  of  age.  Policemen  injured  in  the  hue  of  duty  may  be  retired  by  the  board  of  police  commis- 
sioners or  city  council  regardless  of  age,  and  they  receive  fidl  retirement  benefits.  There  is  no  provision 
for  disability  retirement  if  a  policeman  is  injured  while  not  on  duty. 

Policemen  receiving  either  service  or  disabihty  benefits  are  paid  one-half  the  annual  salary  received 
dining  tlie  year  prior  to  retirement.  Upon  death  of  a  retired  police  officer,  his  surviving  widow  or  de- 
pendent minor  children  receive  the  same  retirement  benefit.  To  be  ehgible,  a  widow  cannot  be  more 
than  15  years  younger  than  her  husband  and  they  must  have  been  married  for  at  least  10  years  prior 
to  deatli  of  the  police  officer.  Upon  the  re-marriage  of  the  widow,  benefits  cease.  Benefits  paid  to  de- 
pendent children,  if  there  is  no  widow,  are  paid  until  the  children  reach  18  years  of  age. 

Firemen  may  receive  a  service  retirement  benefit  after  20  years  of  service  if  they  have  reached  age  50. 
The  service  benefit  is  one-half  the  final  monthly  compensation.  Upon  a  two-thirds  vote  of  the  members 
of  the  relief  association,  the  benefit  amount  may  be  changed  if  the  condition  of  the  fimd  warrants  such 
action.  Under  no  circumstances,  however,  can  the  benefit  exceed  one-half  of  final  monthly  compensation. 
Retirement  benefits  cannot  be  decreased  unless  the  balance  of  the  fund  is  less  than  one-half  of  1  percent 
of  the  taxable  valuation  of  property  in  the  municipality.  Retirement  benefits  paid  to  volunteer  firemen 
cannot  exceed  $75  per  month.  Firemen  who  have  20  years  of  service  and  have  reached  age  50  may  elect 
to  serve  from  1  to  10  additional  years.  If  additional  service  is  rendered,  the  retirement  benefit  is  in- 
creased by  1  percent  for  each  additional  year,  but  it  may  not  exceed  60  percent  of  final  monthly  com- 
pensation. 

Firemen  injured  or  conti^acting  illness  in  the  line  of  duty  may  be  retired  at  any  age  and  receive  a 
disability  benefit  which  is  equal  to  the  service  retirement  benefit.  If  a  retired  member  dies,  his  surviving 
widow  or  dependent  children  are  entitled  to  the  retirement  benefit.  A  benefit  paid  to  a  widow  ceases  if 
she  remarries  and  a  benefit  paid  to  dependent  children  ceases  when  they  become  18  years  of  age. 

Other  Benefits 

If  a  police  officer  is  confined  to  his  home  or  a  hospital  because  of  sickness  or  disability  which  is 
not  the  result  of  dissipation  or  abuse,  he  is  entitled  to  his  full  salary  plus  expenses  incurred  because  of 
the  sickness  or  disabihty.  There  is  no  provision  for  other  benefits  paid  to  firemen  except  an  allowance 
of  up  to  $250  for  funeral  expenses  for  members  of  the  retirement  system. 

—2— 


Investment  of  Funds 

The  board  of  trustees  of  a  retirement  fund  for  policemen  must  invest  funds  as  directed  by  the  city 
council.  Investments,  however,  are  restricted  to  bonds  nf  the  United  States,  bonds  of  the  state  of  Mon- 
tana, and  bonds  or  warrants  which  are  general  liabilities  of  the  municipality  maintaining  the  fund.  Bonds 
or  warrants  purchased  for  investment  must  be  deposited  witli   the  city  treasurer. 

Upon  majority  vote  of  members  of  the  fire  department  relief  association,  tlie  trustees  of  a  retirement 
fund  for  firemen  may  invest  funds.  Investments  are  restricted  to  any  time  or  savings  deposit,  bonds  or 
other  securities  of  the  United  States,  or  general  obligation  bonds  or  warrants  of  the  state  of  Montana, 
a  county,  or  municipality  as  recommended  by  the  state  auditor  and  approved  by  the  state  examiner. 

Comparison  of  Retirement  Systems  for  Policemen  and  Firemen 
with  State  Retirement  Systems  Allowing  Early  Retirement 

Sources  of  financing  of  retirement  .systems  for  policemen  and  firemen  compared  with  state  retirement 
systems  allowing  early  retirement  are  shown  in  Table  1. 

Table  1 
Sources  of  Finances  for  Retirement'  Systems  Allowing  Early  Retirement 


System 


Employee 
Contributions 


Employer  Contributions 


Other  Contributions 


POLICEMEN  3%  of  salary. 


Up  to  3  mill  levy  on  tax- 
able property. 


After  June  30,  1967,  returns 
from  premium  tax  equal  to 
fire  department  distribu- 
tion shown  below.*' 


FIREMEN 


\%  of  salary. 


Up  to  3  mill  levy  on  tax- 
able property. 


Portion  of  premium  taxes 
collected  on  insurance 
against  certain  risks.  Ap- 
proximately $185,000  dis- 
tributed each  year  to  109 
departments.'" 


HIGHWAY 
PATROLMEN 


of  salary. 


15%  of  motor  vehicle  driv- 
ers' license  fees  (approxi- 
mately 13%  of  salaries)  plus 
general  fund  appropriation 
for  administration. 


GAME 
WARDENS 


7%  of  salary. 


1%  of  salary  plus  .3%  from 
Fish  and  Game  moneys  for 
administration. 


*  Interest  accrued  by  each  system. 
**Miscellaneous  contributions,   donations,   gifts,    fines,    fees,    rent  and  llic  like. 

As  noted  above,  policemen  can  retire  after  20  years  of  service  and  firemen  can  retire  after  20  years 
of  service  if  they  liave  reached  50  years  of  age.  Either  policemen  or  firemen  can  be  retired  for  disability 
regardless  of  years  of  service.  Service  and  disability  retirement  benefits  are  one-half  of  final  salary.  High- 
way patrolmen  can  retire  after  25  years  of  sei-vice  at  one-half  of  salary,  or  after  20  years  of  service  at 
a  reduced  retirement  benefit.  If  a  highway  patrolman  is  disabled,  he  is  entitled  to  full  retirement  bene- 
fits if  the  injury  was  sustained  in  the  line  of  duty.  Otherwise,  the  disability  benefit  is  equal  to  the  actu- 
arial equivalent  of  the  employee  and  employer  contributions  credited  to  him.  Game  wardens  may  retire 
after  25  years  of  service  at  one-half  final  salary  if  they  have  reached  55  years  of  age,  or  they  may  retire 
after  20  years  of  service  at  a  reduced  retirement  benefit  if  they  have  reached  55  years  of  age.  If  totally 
and  permanently  disabled  in  the  line  of  duty,  game  wardens  who  have  10  years  of  service  or  more  are 
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entitled  to  retirement  benefits  of  one-half  of  final  salary.  If  otherwise  disabled,  game  wardens  are  entitled 
to  a  retirement  benefit  based  on  the  actuarial  equivalent  of  the  employee  and  employer  contributions 
when  they  become  disaoled. 

Upon  the  death  of  either  a  retired  policeman  or  fireman,  fidl  retirement  benefits  are  paid  to  the  sur- 
viving widow  or  to  any  dependent  children  until  they  reach  18  years  of  age.  For  both  highway  patrolmen 
and  game  wardens,  the  retirement  benefit  is  reduced  if  they  \vish  to  have  a  benefit  paid  to  a  widow  or 
other  beneficiary  upon  their  death  after  retirement.  One  of  3  options  may  be  chosen,  but  the  benefit 
paid  to  a  beneficiary  under  any  of  the  options  is  less  than  one-half  of  final  salary  for  either  a  highway 
patrolman  or  game  warden. 

Problems  in  Retirement  Systems  for  Policemen  and  Firemen 

As  noted  in  the  1964  Council  report  Personnel  Maiiagemetit,  there  are  several  obvious  factors  which 
might  cause  problems  in  retirement  systems  for  policemen  and  firemen.  First,  the  systems  have  very 
limited  membership.  Membership  in  police  retirement  systems  surveyed  by  the  actuary  ranges  from  4 
to  70  members.  Membership  in  retirement  systems  for  firemen  surveyed  ranges  from  7  to  66.  Yet,  con- 
tributions and  benefits  of  retirement  systems  are  computed  on  averages.  Obviously,  in  systems  of  small 
membership  averages  have  limited  application. 

In  a  recent  report,  the  Advisory  Commission  on  Intergovernmental  Relations  pointed  out  the  dif- 
ficulties of  small  membership  in  retirement  systems,  the  Commission  noted:  ' 

It  is  difficult  to  operate  such  small  systems  on  a  sound  financial  basis. 
In  fact,  some  authorities  in  the  field  believe  that  public  pension  systems  with 
less  than  1,500  members  should  be  merged.  While  the  Advisory  Commission 
does  not  propose  any  specific  numerical  size  as  desirable  for  public  employee 
retirement  systems,  it  nevertheless  believes  that  the  multiplicity  of  pension 
systems  presents  a  fundamentally  important  problem  to  which  state  and  local 
governments  and  retirement  groups  must  address  themselves.  If  this  is  not 
done,  then  employees  rim  the  risk  of  losing  pension  dollars  and  governments 
risk  losing  competent  employees  and  failure  to  recruit  new  ones. 
In  Montana,  total  membership  of  the  retirement  systems  for  policemen  and  firemen  is  only  723. 

Second,  tlie  employee  contribution  for  retirement  systems  for  both  policemen  and  firemen  is  fixed  at 

3  percent  of  salary.  Under  the  two  state  systems  that  allow  early  retirement,  the  employee  contribution 
is  5  and  7  percent  of  salary,  Moreover,  years  of  service  required  for  full  retirement  benefits  are  less  for 
pohcemen  and  firemen  than  for  either  of  the  state  retirement  systems.  With  a  smaller  employee  contri- 
bution, therefore,  policemen  and  firemen  are  granted  more  liberal  retirement  benefits. 

Although  contributions  to  retirement  systems  can  vary  widely  dependent  upon  the  benefits  contem- 
plated, employee  contributions  for  retirement  systems  for  policemen  and  firemen  in  Montana  are  lower 
than  in  many  other  states.  For  example,  Ohio  recently  consolidated  local  retirement  systems  for  police- 
men and  firemen.  The  employee  contribution  of  4  percent  of  salar}'  will  be  increased  to  6  percent  in  1967 
and  7  percent  in  1968  under  the  new  Ohio  retirement  plan.  A  1959  Minnesota  study  of  retirement  systems 
for  policemen  and  firemen  recommended  that  the  employee  contribution  be  set  at  6  percent  of  salary 
up  to  a  maximum  salary  of  $4,800.  A  1963  survey  by  the  Martin  E.  Segal  Company  of  25  retirement 
systems  for  policemen  and  firemen  in  17  major  cities  showed  that  only  1  (Dallas)  had  an  employee  con- 
tribution rate  as  low  as  3  percent  of  salary.  Employee  contribution  rates  for  all  other  systems  ranged  from 

4  percent  of  salary  (Cleveland)  to  9  percent  of  salan,'  (Philadelphia  plan  allowing  retirement  at  age  55). 

Due  partially  to  the  problems  listed  above,  retirement  funds  for  policemen  and  firemen  do  not 
become  large  enough  to  realize  substantial  interest  earnings — an  important  source  of  re\'enue  for  retire- 
ment systems.  Even  if  the  funds  were  increased,  the  restrictions  on  how  funds  may  be  invested  might 
depress  interest  earned  by  the  systems. 

As  noted  by  the  actuary  who  surveyed  the  systems,  the  governing  statutes  do  not  make  adequate 
provision  for  financing  the  benefits  established  for  policemen  and  firemen.  The  actuary  also  questioned 
whether  benefits  payable  upon  death  were  overly  liberal.  Under  present  statutes,  the  benefits  include 
one-half  of  final  salary  paid  to  a  widow,  or  to  dependent  children  until  they  reach  18  years  of  age.  Yet, 
in  many  public  employee  retirement  systems  a  member  may  make  pro^'ision  for  pajTnents  to  his  bene- 
ficiaries upon  his  death  by  accepting  a  reduced  benefit.  The  significance  of  present  post-retirement  death 
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benefits  under  retirement  systems  for  policemen  and  firemen  in  Montana  is  demonstrated  by  the  fact  that 
it  accounts  for  about  20  to  25  percent  of  both  the  unfunded  Habihties  and  normal  costs  of  the  systems 
according  to  the  actuary. 

The  Actuarial  Survey 

As  shown  in  the  actuarial  survey,  the  total  unfunded  accrued  liability  amounts  to  more  than  $13 
million  for  the  police  retirement  systems  surveyed  and  to  more  dian  $13  million  for  the  firemen's  retire- 
ment systems  surveyed.  These  figures  indicate  the  difference  between  money  actually  collected  and  the 
total  cost  of  retirement  benefits  earned.  If  the  systems  had  funds  equal  to  those  amounts,  they  would 
be  funded  at  100  percent.  In  other  words,  the  systems  would  have  set  aside  money  to  pay  benefits  as 
the  liabilities  for  those  benefits  accrued. 

While  the  sums  are  very  large,  it  should  be  noted  that  there  is  no  general  agreement  on  the  level 
of  funding  required  for  retirement  systems  supported  in  part  from  general  tax  revenue.  Neither  of  the 
two  major  state  retirement  systems  (those  for  teachers  and  public  employees)  is  funded  at  100  percent. 
Funding  at  100  percent  may  be  desirable  for  several  reasons  including:  (1)  money  to  pay  benefits  is  col- 
lected at  the  time  the  responsibility  for  the  benefits  is  incurred  so  that  the  liabilities  are  not  passed  along 
to  future  generations;  and  (2)  in  the  long  nm  funding  at  100  percent  is  less  costly  than  funding  at  a 
lower  level  because  the  money  can  be  invested  and  earn  interest. 

In  sharp  contrast  to  funding  at  100  percent  is  the  "pay-as-you-go"  approach.  Using  this  approach, 
contributions  are  made  only  to  the  extent  necessary  to  pay  benefits.  As  noted  in  the  actuarial  survey, 
"pay-as-you-go"  places  upon  future  generations  of  taxpayers  the  burden  of  paying  for  pension  benefits 
already  earned  and  being  accrued  currently.  Moreover,  this  approach  is  ultimately  more  costly  because 
the  systems  have  little  or  no  investment  earnings.  A  retirement  system  can  also  be  funded  at  any  level 
between  the  "pay-as-you-go"  approach  and  100  per  cent.  The  level  of  funding  chosen  will  determine  the 
rates  of  contribution  necessary  and  ultimate  costs  of  the  retirement  system. 

The  actuarial  survey  shows  that  the  total  annual  cost  for  police  retirement  systems  surveyed  is  $880,000 
;nid  the  total  annual  cost  for  firemen's  retirement  systems  surveyed  is  $712,300.  To  prevent  the  present 
inifundcd  accrued  liabilities  from  increasing,  normal  costs  (amount  needed  to  provide  full  reserves  for 
lienefits  at  retirement  or  death  for  a  new  employee)  would  have  to  be  met,  and  an  amount  equal  to  the 
assumed  interest  earnings  on  the  unfunded  accrued  liabilities  would  also  have  to  be  met  because  the 
actuarial  computations  assume  an  interest  earning  rate  of  3)2  percent  on  the  accrued  liability.  To  "freeze" 
the  present  unfunded  accrued  liabilities,  therefore,  the  total  contributions  would  have  to  be  more  than  60 
percent  of  total  salaries  for  both  policemen  and  firemen  who  are  members  of  the  systems  surveyed.  Amor- 
tization of  the  present  unfunded  accrued  liabilities  would  require  even  larger  total  contributions. 

During  the  fiscal  year  ended  June  30,  1965  total  contributions  for  police  pension  funds  amounted  to 
about  19  percent  of  total  salaries  and  total  contributions  to  firemen's  pension  funds  amounted  to  about 
24  percent  of  total  salaries  paid.  These  figures,  however,  are  unweighted  averages  and  the  total  contri- 
butions as  a  percent  of  salaries  paid  vary  substantially  for  individual  cities. 

Conclusions  and  Recommendations 

The  Council  concludes  that  action  should  be  taken  immediately  to  improve  the  financial  condition 
of  the  retirement  funds  for  policemen  and  firemen.  If  action  is  delayed,  the  condition  of  the  funds  will 
continue  to  deteriorate  and  problems  now  existing  may  become  acute.  In  time  either  the  pension  funds 
will  be  exhausted,  or  the  municipal  taxpayers  will  be  asked  to  carry  very  heavy  mill  levies  to  pay  bene- 
fits accrued  in  the  past.  Hasty  decisions  made  after  the  problems  have  become  acute  may  be  inequitable 
to  members  of  the  systems,  municipal  taxpayers,  or  both. 

The  Council  further  concludes  that  changes  required  in  existing  systems  to  place  them  on  a  sound 
financial  basis  may  not  be  feasible.  Total  contributions  needed  to  meet  annual  costs  alone,  without  con- 
sideration of  existing  unftmded  liabilities,  would  amount  to  more  than  45  percent  of  salaries  paid  for 
police  pension  funds  and  to  more  than  .38  percent  of  salaries  paid  for  firemen's  pension  funds.  Meeting 
normal  costs  and  "freezing"  the  present  unfunded  accrued  liabilities  would  require  total  contributions  of 
more  than  60  percent  of  salaries  paid  for  both  policemen  and  firemen,  and  the  contributions  necessary  to 
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continue  the  existing  systems  for  policemen  and  firemen  employed  in  the  future  would  further  increase 
the  cost.  Moreover,  perpetuating  the  existing  systems  alone  will  not  resolve  a  major  problem — the  nu- 
merically limited  membership  of  the  groups. 

To  resolve  in  part  the  problems  of  retirement  systems  for  policemen  and  firemen,  the  Council  con- 
sidered a  new  retirement  system  administered  at  the  state  level  for  all  policemen  and  fully  paid  firemen 
accepting  employment  after  June  30,  1967.  If  such  a  system  were  established  and  maintained  on  a  sound 
financial  basis,  the  problems  existing  in  present  systems  could  be  avoided  in  the  future.  The  Council 
recognizes,  however,  that  a  new  system  will  not  resolve  the  financial  problems  of  the  existing  systems. 

A  bill  which  would  establish  such  a  new  retirement  system  is  shown  in  Appendix  B  (Bill  I).  The 
bill  fixes  the  employee  contribution  at  6  percent  of  salary,  the  state  contribution  at  9  percent  of  salary 
from  insurance  premium  taxes,  and  the  employer  contribution  at  15  percent  of  salary.  The  bill  also  pro- 
vides that  the  employer  contribution  can  be  reduced  if  the  system  is  determined  to  be  financially  sound 
by  an  actuary. 

The  bill  contains  requirements  for  a  full  retirement  benefit  different  from  those  of  existing  systems. 
Until  reaching  age  25,  new  employees  would  not  contribute  a  part  of  their  salary  nor  earn  service  retire- 
ment benefits.  Prior  to  reaching  age  25,  however,  employees  \\ould  be  eligible  for  disabihty  and  death 
benefits.  To  finance  these  benefits,  the  employer  and  state  contributions  would  begin  immediately  upon 
emplo^TTient.  A  full  service  retirement  (one-half  of  final  compensation)  would  be  paid  after  25  years  of 
service  and  upon  reaching  age  50.  Persons  50  years  old  who  had  completed  25  years  of  service  could  elect 
to  continue  their  emplojonent  and  earn  additional  service  retirement  benefits  at  the  rate  of  1  percent  for 
each  additional  year  to  a  maximum  of  55  percent  of  final  compensation.  A  full  retirement  benefit  would 
be  paid  to  a  widow  if  a  policeman  or  fireman  died  in  the  line  of  duty.  In  addition,  dependent  children 
would  each  receive  $50  per  month  to  a  maximum  of  $200  per  family  until  they  reached  age  18  or  married. 
If  a  policeman  or  fireman  died  outside  the  line  of  duty,  his  member  contribution  would  be  paid  to  his 
beneficiary.  For  disability,  either  in  the  line  of  duty  or  other\vise,  the  board  would  determine  the  de- 
gree of  disability'  and  the  amount  of  the  benefit.  There  is  also  a  pro\asion  for  vesting  the  rights  of  an 
employee  in  the  bill.    This  is  not  included  in  present  systems. 

Several  other  states  have  recently  consolidated  retirement  systems  for  policemen  and  firemen.  For 
purposes  of  comparison,  total  contributions  for  police  and  firemen's  retirement  systems  in  Ohio  are  about 
21  percent  of  salary  and  a  full  service  retirement  is  pro\ided  after  25  years  of  serNnce  at  age  52.  In  Hawaii 
total  contributions  are  about  18  percent  of  salary  and  a  full  service  retirement  is  pro\'ided  after  25  years 
of  sen'ice  at  age  55.  In  Kansas  total  contributions  are  about  23  percent  of  salary  and  a  full  service  retire- 
ment is  provided  after  25  years  of  ser\ice  at  age  50.  In  New  Jersey  total  contributions  are  more  than  14 
percent  of  salary  and  a  full  ser\dce  retirement  is  pro\'ided  after  25  years  of  service  at  age  55.  .Although 
comparisons  are  difficult  because  benefits  other  than  service  retirements  are  important  considerations, 
the  bill  \\hich  reniu'res  total  contributions  of  30  percent  of  salary  (^^■ith  a  provision  for  reducing  this  if  the 
financial  condition  is  sound)  and  a  full  service  retirement  after  25  years  of  service  at  age  50  seems  com- 
parable to  systems  recently  changed  in  other  states. 

Under  the  provisions  of  the  bill,  members  could  elect  to  accept  a  full  benefit  upon  retirement  \\'ithout 
a  survivor's  benefit,  or  they  could  accept  a  reduced  benefit  with  a  sur\ivor's  benefit.  Tlie  bill  also  includes 
a  provision  for  withdrawal  of  the  member  contribution  if  employment  is  terminated.  Withdrawal  privileges 
are  not  included  in  present  systems. 

In  the  bill,  final  compensation  for  a  service  retirement  benefit  would  be  based  upon  the  average  an- 
nual base  salary  over  any  3  years  chosen  by  the  member.  For  disability  or  death  in  the  line  of  duty, 
current  compensation  (salary  being  paid  at  the  time  of  the  disability'  or  death)  would  be  used  to  compute 
the  benefit. 

As  noted  above,  a  new  state  retirement  system  for  policemen  and  firemen  accepting  employment  after 
June  30,  1967  would  not  resolve  financial  problems  of  the  existing  systems.  At  the  request  of  the  Council, 
representatives  of  policemen  and  firemen  submitted  proposals  to  resolve  problems  of  the  present  systems. 
Representatives  of  both  groups  agree  that  the  employee  contribution  should  be  increased  from  3  to  6  per- 
cent of  salary.  Representatives  of  both  groups  also  believe  that  adjustments  should  be  made  in  other  con- 
tributions to  existing  systems  and  that  a  new  statewide  system  should  not  be  established.  The  proposals 
made  are  as  follows: 
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Firemen.  Increase  the  specified  maximum  for  retirement  funds  from  1  to  2  percent  of  the  taxable 
value  of  property  within  the  municipality,  increase  the  employee  contribution  from  3  to  6  percent  of 
salary,  double  the  state  contribution  from  insiuance  premium  taxes,  and  fix  the  employer  contribution 
at  "current  expenses"  and  the  revenue  from  a  1  mill  levy. 

Policemen.  Increase  the  employee  contribution  from  3  to  6  percent  of  salary,  double  the  state  distri- 
bution (to  begin  June  30,  1967)  from  insurance  premium  taxes,  require  the  municipalities  to  establish 
a  reserve  fund  ($10,000  per  active  employee,  $5,000  per  active  employee,  or  2  percent  of  taxable  valua- 
tion of  property  within  the  municipality),  and  provide  additional  financing  for  the  systems  from  a  $2 
assessment  on  each  automobile,  from  liquor  taxes,  or  both. 

The  Council  agrees  that  both  proposals  might  improve  the  financial  condition  of  existing  retirement 
systems  for  policemen  and  firemen,  but  neither  would  overcome  the  handicaps  inherent  in  the  small,  frag- 
mented groups.  Altliough  the  bill  contained  in  Appendix  B  would  not  immediately  resolve  the  structiural 
handicaps  of  the  systems,  a  state  retirement  system  could  phase  out  the  existing  systems  over  a  period  of 
years.  The  phasing  out  would  require  a  long  period  of  time,  but  the  sooner  the  process  began  the  sooner 
the  systems  would  cease  to  exist. 

To  improve  the  financial  condition  of  the  existing  systems  during  the  period  in  which  they  will  be 
phased  out,  the  following  steps  could  be  taken: 

1.  The  employee  contribution  could  be  increased  from  3  to  6  percent  of  salary  as  proposed  by  the 
representatives  of  the  policemen  and  firemen  (Bills  II  and  III,  Appendix  B). 

2.  The  state  contribution  could  be  increased  by  about  one-half  rather  than  doubled  as  proposed  by 
the  policemen  and  firemen  (Bill  IV,  Appendix  B). 

3.  Additional  discretion  and  responsibility  for  the  employer  contribution  could  be  vested  in  municipal 
authorities  by: 

a.  Removing  the  present  limitation  of  1  percent  of  the  taxable  valuation  of  property  for  firemen's 
pension  funds  (Bill  III,  Appendix  B). 

b.  Requiring  the  municipalities  to  levy  at  least  the  amount  necessary  to  pay  pension  benefits  (Bills 
II  and  III,  Appendix  B). 

c.  Increasing  the  maximum  levy  authority  for  retirement  systems  from  3  to  6  mills  (Bills  II  and 
III,  Appendix  B). 

d.  Removing  the  authority  to  reduce  pension  benefits  paid  to  firemen  or  their  survivors  if  the  fund 
is  not  sufficient  thus  strengthening  the  protection  to  the  firemen  and  their  survivors  (Bill  V,  Ap- 
pendix B). 

The  state  contribution  could  be  increased  by  about  one-half  by  specifying  that  the  contribution  be 
9  percent  of  total  salaries  paid  but  not  less  than  the  amount  distributed  in  1966.  The  present  distribution 
system  is  complex.  From  the  insurance  premium  taxes  collected,  the  state  auditor  computes  the  amount 
of  tax  attributable  to  ennumerated  types  of  insurance  risks.  After  the  amount  to  be  distributed  has  thus 
been  determined,  the  amount  paid  to  individual  fire  department  relief  associations  in  incorporated  areas 
is  computed  based  upon  the  fire  portion  of  direct  premiums  collected  in  each.  However,  the  minimum 
amount  paid  to  any  fire  department  relief  association  cannot  be  less  than  $100.  After  deducting  this 
distribution,  5  percent  of  the  remainder  is  deposited  in  an  account  for  volunteer  firemen  in  unincorporated 
areas.  Beginning  June  30,  1967  an  amount  equal  to  that  distributed  to  fire  department  relief  associations  in 
incorporated  areas  will  be  distributed  to  police  departments. 

In  the  fiscal  year  ended  June  30,  1965,  the  state  auditor  distributed  about  $114,000  to  the  15  fire 
department  relief  associations  having  fully  paid  firemen.  As  a  percent  of  salary,  the  distribution  varied 
from  3.70  percent  for  Anaconda  to  26.93  percent  for  Deer  Lodge.  The  $114,000  distributed  represented 
6.1  percent  of  total  salaries  paid  in  those  15  municipalities.  If  the  distribution  were  based  upon  9  percent 
of  salary  but  not  less  than  the  amount  distributed  in  1966,  the  total  amount  distributed  would  be  in- 
creased by  one-half  but  the  distribution  for  individual  municipalities  would  vary  as  shown  in  Table  2, 
below.  In  addition  to  preventing  a  reduction  in  the  amount  distributed  to  any  municipality,  a  provision 
that  the  amount  must  be  at  least  the  amount  distributed  in  1966  would  be  necessary  to  provide  a  basis 
for  making  distributions  to  incorporated  municipalities  that  do  not  have  fully  paid  firemen.  This  change 
would  remove  the  formula  for  computing  those  amounts.  Removal  of  the  formula  would  also  make  it 


necessary  to  amend  the  statute  providing  for  the  distribution  to  the  retirement  system  for  volunteer  fire- 
men in  unincorporated  areas.  The  distribution  could  be  based  directly  on  the  premium  taxes  collected  and 
the  percentage  figure  could  be  changed  so  that  approximately  the  same  amount  would  be  distributed  to 
the  volunteer  firemen's  retirement  system.  (Bill  IV,  Appendix  B). 

Table  2 

Distribution  of  Insurance  Premium  Taxes  to  Firemen's  Pension  Funds  ^ 
Based  Upon  Distribution  for  Fiscal  1965 


Total 

Municipcility  Salaries 

Anaconda $      80,148 

Billings 373,944 

Bozeman  78,336 

Butte   252,312 

Deer  Lodge 5,280 

Glendive   27,744 

Great  Falls  418,356 

Havre  62,736 

Helena  117,864 

Kalispell 70,176 

Lewistown 38,736 

Livingston  46,020 

Miles  City  70,728 

Missoula 215,676 

Red  Lodge 8,220 

TOTALS $1,866,816 


Stale  Distribution 
Amount            %  of  Salaries 

Proposed 
State  Distribulion 
Amount      °<>  of  Salaries 

$     2,964 

3.70 

$    7,213 

9 

27,046 

7.23 

33,655 

9 

5,548 

7.08 

7,050 

9 

11,429 

7.50 

22,708 

9 

1,422 

26.93 

1,422 

b 

3,178 

11.45 

3,178 

b 

19,848 

4.74 

37,652 

9 

3,965 

6.32 

5,646 

9 

8,923 

7.57 

10,607 

9 

6,150 

8.74 

6,316 

9 

2,850 

7.36 

3,486 

9 

2,755 

5.99 

4,142 

9 

4,008 

5.67 

6,366 

9 

11,928 

5.53 

19,411 

9 

1,876 

22.82 

1,876 

b 

$113,869 


6.10 


$170,728 


9.14 


^¥oT  15  municipalities  included  in  the  actuarial  survey. 
'*  Same  amount  as  distributed  in  1966. 

It  should  be  noted  that  as  the  existing  systems  were  phased  out,  the  salaries  paid  would  decline.  If  the 
state  distribution  to  existing  systems  were  not  to  be  reduced  in  absolute  terms,  the  percentage  of  salary 
would  have  to  be  increased  as  salaries  declined.  Total  salaries  paid  to  policemen  in  municipalities  under 
the  metropolitan  pohce  law  were  $1,950,348  in  the  fiscal  year  ended  June  30,  1965.  The  effect  of  applying 
the  same  distribution  formula  to  pohcemen  as  that  used  for  firemen  would  alter  that  distribution  and  also 
increase  the  total  amount  paid  into  the  retirement  funds.  Removal  of  the  complex  formula  would  also 
reduce  administrative  costs  for  the  state  auditor  and  compliance  costs  for  insurance  companies. 

In  addition  to  increasing  the  distribution  to  retirement  funds  for  policemen  and  firemen,  such  a 
change  would  reduce  the  amount  of  the  insurance  premium  taxes  deposited  in  the  general  fund.  Based 
upon  fiscal  1965  data,  the  general  fund  revenue  would  be  reduced  by  about  $120,000  each  year. 

The  correlation  between  the  amount  represented  by  1  percent  of  the  taxable  valuation  of  a  munici- 
pality and  the  amount  of  reserves  needed  for  firemen's  pension  funds  is  weak  at  best,  and  has  little  mean- 
ing because  pension  requirements  are  based  on  factors  such  as  life  e.xpectancy,  employee  turnover  rates, 
and  accident  rates.  The  present  provision  acts  as  a  ceiling  on  the  reserve  amount  that  can  be  accnied.  Its 
elimination  would  increase  the  general  flexibility  of  the  systems  and  specifically  allow  the  municipalities, 
if  they  choose,  to  increase  the  reserve  to  a  more  adequate  level. 

A  requirement  that  municipalities  levy  an  amount  sufficient,  when  combined  with  employee  and 
state  funds,  to  pay  the  pension  benefits  would  simply  provide  a  floor  which  the  municipalities  would 
have  to  observe.    Moreover,  after  the  last  employee  had  retired,  there  would  be  no  salaries  upon  which 
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tlie  city  contribution  could  be  based.    For  this  reason,  the  employer  contribution  could  be  couched  in 
terms  of  mill  levies  rather  tlian  a  percent  of  salaries  paid. 

By  increasing  the  levy  authority  from  3  to  6  mills,  the  municipahties  would  be  given  an  opportunity 
to  avoid  the  "pay-as-you-go"  plan  and  build  reserves.  If  reserves  were  increased,  the  total  costs  would 
be  reduced.  However,  it  should  be  noted  that  in  some  municipahties  a  6  mill  levy  would  not  be  enough 
to  permit  funding  at  100  percent. 

Removing  the  present  provisions  which  permit  firemen's  benefits  to  be  reduced  when  the  fund  drops 
below  a  certain  level  would  increase  protection  for  the  fireman,  his  widow,  and  dependent  children.  Dur- 
ing the  course  of  his  active  career,  a  fireman  plans  on  a  certain  level  of  retirement  pay.  To  disrupt  his 
plans  because  of  insufficient  funds  is  patently  unfair.  If  such  a  change  were  adopted,  the  municipalities 
would  have  to  levy  an  amount  large  enough  to  pay  full  pension  benefits. 

Immediately  after  the  actuarial  survey  contained  in  this  report  was  received,  the  Council  supplied 
copies  to  each  municipality,  police  department,  and  fire  department  covered  by  the  survey.  Comments  on 
the  survey  and  suggestions  for  improving  the  systems  were  sohcited  from  all  interested  persons.  Rather 
than  propose  means  of  improving  the  systems,  representatives  of  police  and  fire  departments  asked  that 
the  Council  formulate  proposed  changes  for  further  discussion. 

After  revaewing  suggested  changes  formulated  by  the  Council,  however,  representatives  of  police 
departments,  fire  departments,  and  municipalities  expressed  varying  degrees  of  dissatisfaction  with  the 
changes  suggested  for  a  number  of  reasons.  Representatives  of  policemen  and  firemen  prepared  alterna- 
tive means  of  improving  the  financial  condition  of  existing  systems,  and  the  municipahties  did  not  express 
any  consensus  on  means  of  improving  the  systems.  Policemen,  firemen,  and  municipal  representatives  in- 
dicated that  delaying  action  at  the  present  time  would  be  preferable  to  the  proposed  changes  prepared  by 
the  Council. 

Because  the  complete  effects  of  changes  proposed  by  policemen  and  firemen  are  not  known,  the  lack 
of  any  clear  consensus  on  the  part  of  the  municipalities,  and  the  diverse  opinions  expressed  regarding  the 
changes  which  would  be  accomphshed  by  adoption  of  the  biUs  contained  in  Appendix  B  of  this  report, 
the  Council  concluded  that  it  would  present  its  findings  to  the  legislature.  Bills  that  would  implement 
the  findings  of  the  Council  are  available  from  the  Council  office.  The  Council  reiterates  its  conclusion 
that  action  should  be  taken  as  soon  as  possible  to  improve  the  financial  condition  of  retirement  systems 
for  policemen  and  firemen.  The  Council  also  recommends  that  the  Legislative  Assembly  review  the  con- 
tent of  this  report  with  care.  If  proposals  to  change  the  retirement  systems  are  submitted  to  the  1967 
legislature,  they  should  be  compared  carefully  with  those  contained  in  this  report. 


—9— 


APPENDICES 


—11— 


APPENDIX  A 

ACTUARIAL  SURVEY 

Introduction 

The  actuarial  study  of  the  police  and  firemen's  pension  funds  of  cities  of  the  first,  second  and  third 
class  of  the  state  of  Montana  was  initiated  by  the  Montana  Legislative  Council  in  May  of  1965.  A  series 
of  forms  designed  to  collect  the  necessary  information  was  prepared  by  our  firm  and  submitted  to  the 
municipalities  involved  by  the  Council's  staff.  The  majority  of  time  involved  in  the  preparation  of  this 
report  was  devoted  to  the  actual  collection  of  the  information,  the  interpretation  of  the  forms  and  the 
clarification  of  answers  submitted.  The  benefits  and  contributions  are  prescribed  by  state  law.  Wliile  a 
degree  of  latitude  is  given  to  the  municipahties  with  respect  to  the  maximum  amount  of  contribution 
which  they  can  make,  contributions  are  not  related  to  the  cost  of  benefits.  Further,  the  benefits  apply 
to  all  cities  of  the  same  class  so  that  there  is  no  degree  of  "home  rule." 

As  indicated  by  Tables  1  and  4,  in  which  individual  statistics  of  the  pension  funds  are  given,  there 
are  a  total  of  33  funds — 18  police  and  15  fiiemen's.  The  liabilities  which  are  shown  are  currently  the 
responsibility  of  the  19  cities  involved. 

It  should  be  noted  that  although  a  governing  statute  may  permit  benefits  to  be  reduced  when  funds 
from  existing  sources  of  revenue  are  inadequate,  we  have  analyzed  the  cost  of  the  benefits  as  anticipated 
by  the  covered  employees.  The  law,  however,  does  permit  such  reductions. 

Therefore,  the  imbalance  between  benefits  and  contributions  presents  a  financial  problem  to  the 
taxpayer  and  a  problem  of  financial  security  to  the  employee. 

This  report  presents  the  dimensions  of  the  problem  and  offers  some  approaches  to  its  solution. 

Plan  of  Benefits  and  Contributions 

The  provisions  governing  the  retirement  of  pohcemen  and  firemen  in  the  cities  of  Montana  are  set 
forth  in  various  state  laws.  Under  these  laws,  there  are  created  separate  municipal  pension  funds  for 
policemen  and  for  firemen.  As  shown  below,  the  benefit  provisions  covering  each  fund  are  similar  in 
structure  but  there  are  certain  basic  differences  between  the  eligibility  requirements  and  benefit  accruals 
of  the  two  employee  groups. 

While  there  are  variations  in  statutory  language,  and  the  wording  is  not  always  precise,  the  benefits 
and  rates  of  contribution  governing  the  two  types  of  pension  funds  may  be  summarized  as  follows: 
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Provision 


Police 


Fire 


Service  Retirement- 
Eligibility 


Service  Retirement- 
Benefits 


Death,  All  Causes,  Before 
and  After  Retirement 


Members'  Contribution 


City  Contribution 


Attainment  of  the  age  of  65  or 
upon  the  completion  of  20  years 
of  service,  whichever  is  earlier. 


Attainment  of  the  age  of  65  or 
upon  completion  of  20  years  of 
service  and  attainment  of  age  50, 
whichever  is  earlier. 


Pension  equal  to  Ji  of  salary 
received  in  the  last  month  of 
employment. 


Pension  equal  to  M  of  salary  re- 
ceived in  the  last  month  of 
employment,  plus  1%  of  this  sal- 
ary for  each  year  of  service  over 
above  requirement,  to  a  maxi- 
mum of  60%. 


Non-Service  Connected 
Disability  Retirement 

Service  Connected 
Disability  Retirement 


None. 


None. 


No  years  of  service  requirement. 
Pension  equal  to  }i  of  salary  re- 
ceived in  the  last  month  of  em- 
ployment. 


No  years  of  service  requirement. 
Pension  equal  to  M  of  salary  re- 
ceived in  the  last  month  of  em- 
ployment, plus  1%  of  this  salary 
for  each  year  of  service  over 
service  retirement  requirement 
to  a  maximum  of  60%. 


No  years  of  service  requirement. 
Pension  of  'A  of  last  month's  sal- 
arv  paid  to  widow  until  her 
death  or  remarriage,  with  con- 
tinuation of  payments  to  chil- 
dren imder  the  age  of  18  years. 
Benefits  not  paid  in  case  of 
"death  bed"  marriages. 


No  years  of  service  requirement. 
Pension  of  %  of  last  month's  sal- 
ary paid  to  widow  until  her 
death  or  remarriage  with  con- 
tinuation of  payments  to  chil- 
dren under  the  age  of  18  years. 
Benefits  not  paid  in  case  of 
"death  bed"  marriages.  A  $2.50 
funeral  benefit  is  paid.* 


Three  percent  of  annual  salary.  Three  percent  of  annual  salary. 


1  mill  to  3  mills  on  ratables.' 


1  mill  to  3  mills  on  ratables  plus 
state  allocation  of  taxes  on  fire 
insurance  premiums. 


Note:  For  volunteer  firemen, 
benefits  are  limited  to  $75  a 
month. 


*The  law  permits  a  burial  benefit:  most  of  the  cities  reported  that  they  were  paying  $250. 
**Commcncing  in   1967.  there  will  be  a  state  allocation  of  taxes  on  motor  vehicle  insurance. 
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Employee  and  Financial  Data 

POLICE  PENSION  FUNDS 

We  have  been  provided  with  data  as  of  June  30,  1965  by  18  cities  having  police  pension  funds.  There 
were  344  active  members  with  97  pensioners  and  51  beneficiaries  receiving  benefits.  The  relative  size 
of  these  funds  in  terms  of  numbers,  contributions,  co\'ered  payroll,  benefit  payments  and  assets  is  shown 
in  Table  1.  As  a  composite,  the  total  annual  payroll  was  $1,950,300  for  an  average  of  85,669.  Total  em- 
ployee contributions  in  1964-65  amounted  to  $58,000  while  the  employers  contributed  $.309,800.  Benefit 
payments  were  at  $324,100,  while  fund  assets  were  $971,071  as  of  June  30,  1965. 

For  valuation  purposes,  we  ha\e  prepared  an  age  and  service  distribution  of  the  active  members. 
This  is  given  in  Table  2.  The  average  policeman  was  38  years  of  age  and  had  lOM  years  of  service.  The 
average  entry  age,  therefore,  was  27/2. 

A  distribution  of  the  97  pensions  in  force  (exclusive  of  beneficiaries),  by  age  and  by  type  is  given  in 
Table  3.  It  will  be  noted  that  21  of  these  were  for  disability  and  that  the  majority  of  the  service  pen- 
sioners are  between  the  ages  of  50  and  65. 

FIREMEN'S  PENSION  FUNDS 

We  have  been  provided  with  data  as  of  June  30,  1965  by  15  cities  having  firemen's  pension  funds. 
There  were  379  active  members  (including  28  volunteer  firemen)  with  136  pensioners  and  72  beneficiaries 
receiving  benefits.  The  relative  size  of  these  funds  in  terms  of  members,  contributions,  covered  payroll, 
benefit  payments  and  assets  is  shown  in  Table  4.  As  a  composite,  the  total  annual  payroll  was  $1,866,800 
for  an  average  of  $4,926.  Total  employee  contributions  in  1964-65  amounted  to  $54,400  while  the  em- 
ployers contributed  $397,700  including  state  insurance  premium  taxes  of  $113,900.  Benefit  payments  were 
at  $396,100  while  fund  assets  were  $1,548,900  as  of  June  .30,  1965. 

For  valuation  purposes,  we  have  prepared  an  age  and  service  distribution  of  the  active  members. 
This  is  given  in  Table  5.  The  average  fireman  was  39)2  years  of  age  and  had  12  years  of  service.  The 
average  entry  age,  therefore,  was  27/2. 

A  distribution  of  136  pensions  in  force  (exclusive  of  benificiaries),  by  age  and  by  type  is  given  in 
Table  6.  It  will  be  noted  that  68  of  these  were  for  disability  and  that  slightly  less  than  one-half  of  the 
service  pensioners  are  between  the  ages  of  65  and  74. 
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Table  2 

POLICE  PENSION  FUNDS 

Census  of  Employees  in  Active  Service  during  Year  Ended 
June  30,  1965,  by  Age  and  by  Years  of  Service. 


Years  of  Service 

Age 

Total 

20-24 

Total 

344 

15 

0-4 
90 

15 
40 
24 
10 

1 

5-9 

88 

9 

32 

28 

16 

2 

1 

10-14 
84 

9 
29 
25 

14 
5 
2 

15-19 
66 

9 
28 
19 

8 

2 

20-24 
8 

4 

1 

3 

25-29 
8 

25-29 

49 

30-34            ..    . 

65 

35-39 

76 

40-44 

70 

45-49 

.    .      39 

,50-54      

16 

2 

55-59 

9 

1 

60-64 

4 

4 

65  and  over 

1 

1 

Table  3 

POLICE  PENSION  FUNDS 

Pensions  in  Force  on  June  30,  1965,  by  Type  and  by  Age 


Age  on 
June   30,   1965 


Total 


Total 
35-39 


97 


40-44. 
45-49 
50-54. 
55-59 


25 
14 


60-64 18 

65-69 13 

70-74 5 

75-79 : 3 

80-84 1 

85-89 1 

Unknown 5 


Type  of  Pension 


Service 


71 

1 

2 

17 

12 

17 

12 

5 

3 

1 

1 


Disability- 


Unknown 


21 

2 
2 
5 
8 
2 
1 
1 
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Table  5 

FIREMEN'S  PENSION  FUNDS 

Census  of  Employees  in  Active  Service  during  Year  Ended  July  1,  196.5, 
by  Age  and  by  Years  of  Service 


Years 

of  Service 

Age 

Total 

0-4 

5-9 

10-14 

15-19 

20-24 

25-29 

30-34 

35  and 
over  Unknown 

Total 

379 

85 

77 

89 

65 

41 

17 

2 

1              2 

21-24 

5 

5 
36 

11 

1 

.... 

.... 

25-29 

48 

30-34 

69 

25 

32 

12 



.— 



.... 



35-39  

69 

6 

25 

30 

8 









40-44 

71 

4 

6 

32 

28 

1 



.... 

45-49 

48 

2 

1 

8 

20 

16 

1 

50-54 

29 

1 

2 

3 

7 

11 

4 

1 



55-59 

22 



..,- 

1 

2 

9 

8 

1 

1 

60-64 

..      7 

.... 

.... 

4 

3 
1 

.... 

65  and  over 

1 



Unknown  

10 

6 

2 

.... 

.... 

2 

Montana. 


Table  6 

FIREMEN'S  PENSION  FUNDS 

Pensions  in  Force  on  June  30,  1965,  by  Type  and  by  Age 


Age  on  

June   30,   1965  Total 

Total 136 

40-44 3 

45-49 2 

50-54 17 

55-59 IS 

60-64 24 

65-69 31 

70-74 21 

75-79 8 

80-84 7 

85-89 1 

90-94 1 

Unknown 3 


Type  of  Pension 


Service 


Disability 


68 


6 
6 

7 
16 
15 
7 
7 
1 
1 
2 


68 

3 

2 

11 

12 

17 

15 

6 

1 
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Actuarial  Assumptions 

An  actuarial  calculation  is  a  long-range  forecast  of  a  pension  fund's  experience  in  terms  of  income 
it  will  recei\e  from  employer  and  employee  contributions,  the  interest  it  will  receive  on  its  investments, 
and  the  amounts  it  will  disburse  in  benefit  payments.  This  forecast  in  tvirn  is  based  upon  a  number  of 
indixidual  actuarial  assumptions  which  in  many  instances,  take  the  form  of  tables  of  factors.  The  actual 
cost  of  a  plan  of  benefits  is  not  determined  by  the  actuarial  assumptions.  Experience  with  mortality  rates, 
salar>-  increases,  interest  earnings,  employee  retirement  patterns,  and  similar  considerations  produce  the 
true  cost.  The  actuarial  assumptions  are  utiUzed  in  order  to  arri\e  at  the  contributions  wliich  should  be 
made,  so  that  the  pension  fund  will  most  likely  be  in  a  position  to  meet  the  actuarial  costs  when  they 
arise.  The  factors  used  in  our  calculations  may  be  summarized  as  follows. 

DISABILITY  RATES 
In  order  to  calculate  tlie  cost  of  disability  benefits  we  have  to  make  an  assumption  concerning  the 
rate  at  which  the  emplo>ees   would  become   totally   and  permanently   disabled   before   reaching  ser\'ice 
retirement  eligibihtv-.    For  this  purpose  we  have  used  a  rate  of  1  percent  per  \ear  which  we  feel  to  be 
consistent  with  the  experience  of  the  cit\'  pension  funds. 

MORTALITY"  R.\TES  BEFORE  AND  AFTER  RETIREMENT 
It  is  necessar>',  in  estimating  liabihties  to  take  mto  account  mortality  before  and  after  retirement. 
For  tliis  purpose,  we  have  used  the  Group  .Annuit)-  Table  for  1951.  There  are,  of  course,  other  tables 
which  may  be  used  instead.  Some  of  these  are  less  conservative  in  that  they  predict  a  shorter  life  span, 
and  consequently  require  smaller  sums  of  money  to  be  set  aside  as  each  man  retires.  On  the  other  hand, 
there  are  more  conservati\e  mortality  tables  which  tend  to  predict  a  longer  life  span,  and  which  recjuire 
that  larger  sums  be  accumulated  at  retirement.  For  purposes  of  these  calculations,  we  believe  that  the 
Group  Annuity  Table  for  1951  pro\ides  a  satisfactory  basis  for  predicting  the  mortality  e.xperience  after 
retirement  of  this  group. 

RETIREMENT  AGE 

It  is  necessary  to  make  some  assimiptions  concerning  the  a\erage  age  at  which  pension  fund  mem- 
bers will  in  fact  retire.  Based  upon  experience,  for  our  calculations  we  ha\'e  assiuned  that  retirement 
will  take  place  in  accordance  with  the  statuton,-  pensions  for  the  policemen,  tliis  is  20  years  of  ser\ice 
or  age  65.  For  the  firemen,  this  is  age  50  with  20  years  of  service  or  age  65. 

REL.\T1VE  SALARY  SCALE 

Since  under  all  of  the  pension  funds,  pension  benefits  are  related  to  monthly  salar\-  at  retirement  or 
death,  it  is  necessary  to  make  an  assumption  with  respect  to  increases  in  salar)-  during  the  years  of  em- 
ploNTiient.  For  this  purpose  a  salary  scale  is  employed  which  attempts  to  anticipate  average  e.xperience 
in  the  future.  For  this  purpose  we  have  assumed  salary  increases  will  average  out  to  IM  percent  per  year 
over  the  full  working  career  of  the  employee. 

INTEREST  EARNINGS 

A  pension  fund  maintained  on  an  actuarial  reserve  basis  involves  accumulation  of  reser\es  in  order 
to  guarantee  the  fulfillment  of  promises  made  under  the  plan.  These  reserves  are  invested  and  the  rate 
of  investment  earnings  is  a  factor  in  determining  the  contributions  required  to  sujiport  the  benefits.  We 
have  assumed  that  if  required  contributions  are  made,  the  pension  funds  will  earn  3^2  percent  net  on  a 
long-range  basis,  ^^^lile  it  is  e\ident  that  this  rate  could  be  achieved  at  the  present  time,  it  should  be 
noted  that  the  current  rate  being  earned  on  all  assets,  including  un!n\ested  cash,  is  3.0  percent  for  the 
firemen's  pension  funds  and  2.65  percent  for  the  police  funds.  In  both,  in\estments  are  hmited  to  bonds 
of  the  United  States,  the  state  of  Montana,  and  the  specific  municipahty  in  which  the  fund  is  located. 

Even  with  a  possible  broader  investment  authorit\-,  it  must  be  remembered  that  certain  portions  of 
a  pension  fund's  assets  are  not  invested.  For  example,  there  are  amounts  set  aside  for  payment  of  bene- 
fits and  at  times  monies  are  held  awaiting  investment.  Having  these  factors  in  mind,  we  beheve  that  a 
3,'-i  percent  assumption  is  a  reasonable  one  at  this  time.  Of  course,  if  e.xperience  indicates  that  on  a 
long-term  basis  earnings  will  amount  to  substantially  higher  than  3M  percent,  it  would  be  possible  to 
revise  the  interest  assumption  at  a  later  date. 
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Results  of  Actuarial  Valuation 

Based  upon  the  data  submitted  and  employing  the  actuarial  assumptions  set  forth  in  this  report,  we 
have  made  a  valuation  of  the  city  poUce  and  firemen's  pension  funds  as  of  June  30,  1965. 

As  is  indicated,  the  cost  to  the  employer  is  separated  into  two  areas:  normal  cost  and  accrued  ha- 
bility.  The  normal  cost  is  the  actuarially  determined  annual  amount  required  to  provide  the  full  reserves 
for  benefits  at  retirement  or  death  for  a  new  employee.  This  is  apphed  to  all  existing  employees  to  arrive 
at  the  total  normal  cost  for  a  current  year  of  service.  From  this  is  subtracted  the  employee's  contribu- 
tions to  arrive  at  the  net  employer's  cost. 

The  accrued  liability  represents  the  extent  to  which  such  normal  cost  contributions  have  not  been 
made  for  active  employees  in  the  past,  plus  the  lump-sum  present  value  of  payments  which  will  be  made 
to  e.xisting  pensioners  and  beneficiaries.  To  the  extent  that  the  normal  cost  is  not  met  in  the  future,  the 
accrued  liabihty  will  increase.  To  arrive  at  the  unfunded  accrued  liability,  tlie  assets  of  the  pension  funds 
are  subtracted  from  the  total  accrued  liability.  The  results  of  these  valuations  may  be  summarized  as 
follows. 

Table  7 
POLICE  PENSION  FUNDS 

Normal  Cost 

Total  annual  cost  $     880,000 

Total  as  percentage  of  salary  45.1% 

Employees'  contribution  _ 3.0% 

Cities'  cost  as  percentage  of  salary 42.1% 

Cities'  annual  cost  $     821,500 

Accrued  habihty  for  active  employees $  8,936,700 

Accrued  hability  for  pensioners  and  beneficiaries  5,220,500 

Total  funds  971,100 

Total  unfunded  accrued  liabihty $13,186,100 

In  order  to  prevent  the  unfunded  obligation  of  $13,186,100  from  increasing,  there  would  have  to 
be  made  an  annual  normal  cost  contribution  equal  to  42.1  percent  of  current  payroU  plus  a  payment  of 
at  least  the  interest  (332  percent)  on  the  unfunded  accrued  liability.  Fiuther,  the  accrued  liabihty  could 
be  amortized  by  payments  over  a  given  number  of  years,  as  in  the  case  of  a  mortgage.  The  annual 
contribution  required  for  various  alternatives  is  indicated  below. 

Table  8 
POLICE  PENSION  FUNDS 


Amortization 

Amortization 

Total 

Percent  of 

Period 

Payment 

Normal  Cost 

Contributions 

Salary 

Interest  only  . 

..    $454,300 

$821,500 

$1,275,800 

(65.4%) 

40  years  

..     $607,800 

$821,500 

$1,429,300 

(73.3^^) 

30  years  

..     $705,700 

$821,500 

$1,527,200 

(78.3%) 

The  imfunded  accrued  habihty  represents  an  obligation  which  may  be  met  in  a  number  of  ways. 
It  can  be  paid  as  benefits  actually  are  drawn,  which,  in  effect,  is  the  current  situation.  This  means  that 
the  face  value  of  the  debt  will  grow  by  3%  percent  each  year  and  that  the  ultimate  pay-out  will  be  much 
greater  than  the  $13,186,100  shown  here.  Such  a  "pay-as-you-go"  approach  places  upon  future  genera- 
tions of  taxpayers  the  burden  of  paying  for  pension  benefits  already  earned  and  being  accrued  currently. 
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The  results  of  the  vakiation  in  the  case  of  the  firemen's  funds  are  as  follows. 

Table  9 
FIREMEN'S  PENSION  FUNDS 

Normal  cost 

Total  annual  cost  $     712,300 

Total  as  percentage  of  salary  38.2% 

Employees'  contribution  3.0% 

Cities'  cost  as  percentage  of  salary  35.2% 

Cities'  annual  cost  , $      656,300 

Accrued  liability  for  active  employees $  9,265,900 

Accrued  liability  for  pensioners  and  beneficiaries  5,959,400 

Total  funds  1,548,900 

Total  unfunded  accrued  liabihty  $13,676,400 

The  discussion  of  the  cost  impUcations  with  respect  to  the  police  pension  funds  applies  equally  to 
the  firemen's  funds.  In  Table  10  are  given  the  annual  city  contributions  which  would  be  required  if  the 
unfunded  accrued  liability  were  to  be  "frozen"  or  were  met  by  level  annual  payments  over  a  given  period 
of  years. 

Table  10 
FIREMEN'S  PENSION  FUNDS 

Amortizalion         Amortization  Total  Percent  of 

Period  Payment  Normal  Cost  Contributions  Salary 

Interest  only  ....     $471,200  $656,300  $1,127,500  (60.4%) 

40  years  $&30,400  $656,300  $1,286,700  (68.9%) 

30  years  $731,900  $656,300  $1,388,200  (74.4%) 

A  variation  of  level  annual  contributions  would  entail  a  series  of  annual  steps,  increasing  the  annual 
city  contributions  from  their  present  level  gradually,  say,  over  5  or  10  years,  to  a  40-year  funding  position. 
The  actual  level  payments  after  the  initial  step  period  would  be  greater  than  those  shown  above,  since 
lesser  monies  than  required  would  have  been  contributed  in  the  early  stages.  However,  the  present  laws 
will  not  permit  either  a  level  or  step-rate  program  of  amortizing  the  liability.  Current  contributions  do 
not  meet  the  normal  cost  alone,  so  that  the  unfunded  accrued  liability  is  constantly  increasing. 

Recommendations 

Contributions  should  be  related  to  benefits  on  an  actuarially  sound  basis.  While  the  actual  figures 
will  differ  with  each  municipality,  the  one  basic  conclusion  must  be  the  same  in  each  case:  the  govern- 
ing statute  does  not  make  adequate  provision  for  the  financing  of  the  benefits  which  it  estabhshed  for 
policemen  and  firemen. 

In  light  of  the  size  of  the  liabilities,  the  resolution  of  the  financial  problem  requires  action  at  the 
state  level.  There  should  be  broad  consideration  of  all  aspects  of  the  local  police  and  fire  pension  funds. 
This  should  include  such  matters  as: 

1.  The  appropriateness  and  adequacy  of  the  benefit  structure.  Since  policemen  and  firemen  do  not 
have  Social  Security  coverage  in  their  positions  is  there  need  for  non-service-connected  disability  benefit 
protection  in  the  early  years  of  ser\'ice?  At  the  same  time,  in  the  pubhc  interest,  should  the  eligibihty 
requirements  for  service  retirement  and  non-service-connected  death  benefit  be  reviewed? 
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Are  the  benefits  payable  upon  death  after  retirement  overly  Hberal?  As  set  forth  above,  the  benefits 
include  a  one-half  final  salary  of  pension  to  widows.  In  many  public  employee  retirement  systems,  a  re- 
tiring member  may  make  provision  for  payments  upon  his  death  by  accepting  a  reduced  benefit.  The 
combined  benefits  payable  to  the  retirant  and  his  beneficiary  have  the  same  actuarial  value  as  the  re- 
tirant's  full  benefit  alone.  Hence,  this  feature  does  not  add  to  the  cost  of  the  retirement  system.  The 
significance  of  the  post-retirement  death  benefit  under  the  police  and  firemen's  pension  funds  is  demon- 
strated by  the  fact  that  it  accounts  for  approximately  20  percent  to  25  percent  of  both  the  unfunded 
accrued  liability  and  the  normal  cost. 

2.  The   adequacy   of  employer  and   employee  contributions  in  light  of  the  benefit  structure.  The 

statewide  accrued  liability  will  continue  to  increase  sharply  unless  pro\ision  is  made  for  adequate  funding 
of  this  obligation.  The  problem  of  meeting  the  benefit  anticipations  of  the  policemen  and  firemen  will 
become  acute  in  the  near  future. 

There  should  be  a  scheduled  amortization  or  "freezing"  of  the  accrued  liabihty  by  interest  payments 
as  well  as  payment  of  the  normal  cost. 

This  should  also  include  consideration  of  the  member's  rate  of  contribution.  The  present  3  percent 
contribution  rate  is  lower  than  the  prevaihng  pattern  of  police  and  fire  funds  throughout  the  country. 

3.  The  value  of  possible  consolidation  of  the  administration  of  the  local  funds  under  one  central 
agency.  Centralized  administration  would  have  several  advantages:  there  would  be  one  governing  statute 
with  uniform  interpretation  and  administration  of  the  law;  a  broader  investment  authority  could  be  given 
and  a  higher  return  on  large-scale  investments  could  be  anticipated;  statistics  of  coverage,  income,  and 
benefits  paid  would  be  readily  available  as  an  aid  to  legislative  decisions;  periodic  actuarial  review  of 
one  statewide  fund  could  be  initiated,  which  would  give  the  current  status  and  answer  questions  con- 
cerning the  cost  effect  of  proposed  changes. 

Such  centralized  administration  has  been  accomplished  in  other  states.  In  some,  such  as  Hawaii, 
policemen  and  firemen  have  special  benefits,  which  recognize  the  nature  of  the  occupation,  within  a 
statewide  system  covering  all  employees.  In  Kansas,  this  has  been  done  recently  by  establishing  a  sepa- 
rate Police  and  Firemen's  Retirement  System,  administered  by  the  Board  of  Trustees  of  the  Kansas  Public 
Employees  Retirement  System. 

On  the  other  hand,  New  Jersey  has  established  a  separate  statewide  retirement  system  for  police- 
men and  firemen,  administered  under  a  board  of  trustees  composed  of  employee  representatives,  elected 
by  the  membership,  and  representatives  of  the  public  appointed  by  the  governor. 
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APPENDIX  B 
BILL  I 

_  BILL  NO.  _ 


Introduced  by 


A  BILL  FOR  AN  ACT  ENTITLED:  "AN  ACT  TO  CREATE  A  RETIREMENT  SYSTEM  FOR  POLICE- 
MEN IN  MUNICIPALITIES  UNDER  THE  METROPOLITAN  POLICE  LAW  AND  FULLY  PAID 
FIREMEN." 

BE  IT  ENACTED  BY  THE  LEGISLATIVE  ASSEMBLY  OF  THE  STATE  OF  MONTANA: 

Section  1.  There  is  a  retirement  system  administered  by  the  pubHc  employees  retirement  board  in 
the  executive  branch  of  state  government  for  policemen  in  municipalities  under  the  metropolitan  police 
law  and  fully  paid  firemen. 

Section  2.     As  used  in  this  act,  unless  the  context  clearly  indicates  otherwise: 

(1)  "Board"  means  the  public  employees  retirement  board. 

(2)  "Member"  means 

(a)  any  person  accepting  employment  as  a  policeman  after  June  30,  1967  with  a  municipality  under 
the  metropolitan  police  law.  Chapter  18,  Title  11,  R.C.M.  1947;  and 

(b)  any  person  accepting  employment  as  a  fully  paid  fireman  after  June  30,  1967. 

(3)  "Employer"  means  any  municipality  under  tlie  metropolitan  police  law.  Chapter  IS,  R.C.M. 
1947,  or  any  incorporated  municipality  whicli  employs  one  (1)  or  more  fully  paid  firemen. 

(4)  "Full  service  retirement  benefit"  means   fifty  percent  (50?)  of  final  compensation. 

(5)  "Final  compensation"  means  one-twelfth  (1''12)  of  the  average  annual  base  compensation  paid 
to  a  member  during  any  tliree  (3)  consecutive  years  of  employment,  the  years  to  be  chosen  by 
the  member. 

(6)  "Current  compensation"  means  the  monthly  base  compensation  payable  to  a  member  at  the  time 
of  the  applicable  computation  date. 

(7)  "Year  of  contributing  service"  means  a  one  (I)  year  period  during  which  a  member  was  continu- 
ously employed  and  during  which  the  member  made  the  required  contributions  to  the  retirement 
fund. 

(8)  "Member  contribution"  means  the  total  amount  deducted  from  the  salary  of  a  member  as  pro- 
vided in  this  act. 

(9)  "Disabled"  means  incapable  of  performing  the  normal  duties  of  a  policeman  or  fireman.  The  board 
shall  determine  the  degree  of  disabihty  and  whether  it  is  permanent  or  temporary,  total  or 
partial. 

(10)  "Named  beneficiary"  means  the  person  designated  by  the  member  to  receive  death  benefits. 

(11)  "Base  compensation"  means  the  regular  salary  paid  to  the  member  exclusive  of  overtime  and 
bonuses. 

(12)  "Service   retirement   benefit"   means   an    amount  payable  monthly  during  the  life  of  the  member 
commencing  with  the  first  day  of  the  month  following  the  members  retirement  date. 

Section  3.     Tlie  board  shall: 
(1)  be  responsible  for  the  general  administration  of  the  system; 
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(2)  keep  a  record  of  all  its  proceedings  which  shall  be  open  to  public  inspection; 

(3)  deposit  all  contributions  received  in  the  state  treasury  to  the  credit  of  the  board  in  an  account 
of  the  earmarked  revenue  fund; 

(4)  pay  administrative  costs  and  benefits  from  the  monies  deposited  in  the  board  account  of  the  car- 
marked  revenue  fund; 

(5)  after  the  close  of  each  fiscal  year,  publish  a  report  showing  in  detail  the  fiscal  transactions  of 
the  system  for  the  past  fiscal  year,  the  amount  of  accumulated  cash  and  securities  of  the  system, 
and  the  last  balance  sheet  showing  the  financial  condition  of  the  system.  Copies  of  the  report 
shall  be  sent  to  the  governor,  heads  of  the  various  state  agencies,  and  to  the  municipalities  em- 
ploying members  of  the  system; 

(6)  adopt  mortality,  service,  and  other  tables  as  necessary; 

(7)  at  least  once  in  eacli  three  (3)  year  period,  commencing  witli  tlio  year  1969,  make  an  actuarial 
investigation  into  the  mortality,  service,  and  compensation  experience  of  the  members  and  bene- 
ficiaries of  the  system  and  make  a  valuation  of  the  assets  and  liabihties  of  the  system. 

(8)  direct  the  investment  of  the  funds  in  the  same  way  as  the  public  emplo>ees  retirement  funds 
are  invested,  as  provided  by  Chapter  7,  Title  68,  R.C.M.  1947; 

(9)  require  the  employers  and  members  to  furnish  data  necessary  for  the  operation  of  the  system; 

(10)  hire  personnel,  set  their  duties  and  compensation,  maintain  an  office,  and  provide  supplies  and 
equipment  needed  to  carry  out  this  act; 

(11)  adopt  rules  necessary  to  carry  out  the  provisions  of  this  act. 

Section  4. 

(1)  The  rates  for  contributions  to  the  system  shall  bo: 

(a)  six  percent  (6%)  of  base  compensation  by  eacli  member  deducted  from  each  salary  check  and 
paid  by  the  employer  to  the  board  monthly,  but  no  member  sliall  contribute  nor  earn  service 
retirement  benefits  until  the  month  following  his  twent\-fift]i  birthday; 

(b)  fifteen  percent  (15%)  of  the  base  compensation  paid  to  each  member  by  his  employer,  paid  by 
the  employer  to  the  board  monthly; 

(c)  nine  percent  (9%)  of  the  base  compensation  of  each  member  by  the  state,  to  be  paid  from  the 
insurance  premium  taxes  collected  under  Section  40-2821,  R.C.M.  1947.  Before  June  30  of  each 
year,  the  state  auditor  shall   deliver  his  \\-arrant  for  this  amount  to  the  board. 

(2)  The  board  may  set  contribution  rates  for  the  employer  lower  than  fifteen  percent  (15%)  if  it 
determines  that  the  lower  rate  will  be  adequate  for  the  benefits. 

(3)  In  addition  to  all  other  levies  authorized  by  law,  employers  shall  fix  a  levy  on  all  taxable  prop- 
erty sufficient  to  cover  the  cost  of  the  employer's  contribution. 

(4)  The  contributions  of  the  employer  and  state  shall  commence  with  the  date  of  entry  into  service 
of  a  member,  even  though  the  member  does  not  contribute  nor  earn  ser\  ice  retirement  benefits 
until  the  month  following  liis  twcnt}'-fifth  birthday. 

Section  5. 

(1)  To  receive  a  service  retirement  benefit,  a  member  must  ha\e  completed  ten  (10)  years  of  contrib- 
uting service  and  have  attained  his  fiftieth  birthda\-. 

(2)  To  receive  a  full  service  retirement  benefit,  a  member  must  have  completed  twenly-tive  (25) 
\-ears  of  contributing  service  and  attained  his  fiftieth  birthday. 

(3)  If  a  member  accepts  a  service  retirement  benefit  before  completing  twenty-five  (25)  years  of 
contributing  service,  the  service  retirement  benefit  shall  be  equal  to  the  actuarial  equivalent, 
as  determined  by  the  board,  of  the  total  of  the  contributions  made  by  himself,  his  employer,  and 
the  state. 
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(4)  The  normal  retirement  date  for  a  member  shall  be  the  last  working  day  of  the  month  in  which 
the  member  completes  twenty-five  (25)  years  of  contributing  service  and  attains  his  fiftieth 
birthday,  whichever  is  later. 

(5)  If  a  member  has  completed  twenty-five  (25)  years  of  contributing  service  and  lias  also  reached 
his  fiftieth  birthday,  he  may  delay  his  retirement  and  accumulate  additional  service  retirement 
benefits  at  the  rate  of  one  percent  {!%)  a  year,  but  in  no  case  shall  a  service  retirement  benefit  be 
more  than  fifty-five  percent  (55%)  of  final  compensation. 

(6)  No  contributions  shall  be  paid  to  the  board  after  a  member  has  attained  his  fifty-fifth  birthday. 

Section  6. 

(1)  If  a  member  dies  in  the  line  of  duty: 

(a)  his  widow  shall  receive  a  monthly  benefit  of  fifty  percent  (50%)  of  current  compensation  for 
life  or  until  remarriage;  and 

(b)  eacli  dependent  child  shall  receive  fifty  dollars  ($50)  a  month  until  ho  reaches  his  eighteenth 
birthday  or  is  married.  In  no  case  shall  the  benefits  to  dependent  children  of  a  deceased  mem- 
ber exceed  two  hundred  dollars  ($200)  a  month. 

(c)  if  there  is  neither  a  widow  nor  dependent  children,  the  member's  estate  or  named  beneficiary 
of  a  member  shall  receive  his  member  contribution  in  a  lump  sum. 

(2)  If  a  member  dies  not  in  the  line  of  service: 

(a)  after  completing  ten  (10)  or  more  years  of  contributing  service,  his  widow  shall  receive 
a  monthly  benefit  for  hfe  or  until  remarriage  equal  to  the  actuarial  equivalent  as  determined 
by  the  board,  of  the  total  of  the  contributions  made  for  the  member  by  himself,  his  employer, 
and  the  state.  Dependent  children  shall  receive  the  same  benefits  as  provided  in  subsection 
(1)  of  this  section;  or 

(b)  before  completing  ten  (10)  years  of  contributing  service,  his  widow,  or  if  she  is  deceased  or 
divorced,  the  dependent  children  shall  receive  the  member  contribution  of  the  deceased  mem- 
ber in  a  lump  sum; 

(c)  if  a  deceased  member  is  survived  by  neither  widow  nor  dependent  children,  his  estate  or 
named  beneficiary  shall  receive  the  member  contribution  of  the  deceased  member  in  a  lump 
sum. 

Section  7. 

(1)  A  member  disabled  in  the  line  of  duty  shall  receive  a  monthly  benefit  to  be  determined  by  the 
board  which  shall  not  exceed  fifty  percent  (50%)  of  current  compensation,  nor  be  less  than  the 
actuarial  equivalent  as  determined  by  the  board,  of  the  total  of  the  contribuHons  made  for  the 
member  by  himself,  his  employer,  and  the  state. 

(2)  A  member  disabled  not  in  the  line  of  duty  shall  receive 

(a)  a  monthly  benefit  determined  by  the  board  which  shall  not  exceed  fifty  percent  (50%)  of 
current  compensation  if  he  has  completed  ten  (10)  or  more  years  of  contributing  service;  or 

(b)  his  member  contribution  in  a  lump  sum  if  he  has  completed  less  than  ten  (10)  years  of  con- 
tributing service. 

(3)  If  a  member  becomes  disabled  after  he  is  eligible  for  a  service  retirement  benefit,  he  may  elect 
to  receive  either  the  service  or  disability  retirement  benefit. 

(4)  The  board  may  require  periodic  medical  examinations  of  any  person  receiving  a  disabihty  benefit. 

(5)  A  member  afflicted  with  a  heart  or  lung  disease  not  found  on  entry  into  service  who  has  five  (5) 
or  more  years  of  service  shall  be  presumed  to  have  developed  the  condition  in  the  line  of  duty. 

(6)  If  a  member  is  afflicted  with  a  heart  or  lung  disease  not  found  on  entry  into  service  and  has  less 
than  five  (5)  years  of  service,  the  board  shall  determine,  with  aid  of  competent  medical  advice, 
whether  or  not  the  condition  existed  prior  to  entry  into  service. 

(a)  If  the  board  finds  that  the  condition  existed  prior  to  entry  into  service,  the  member  shall  re- 
ceive his  member  contribution  in  a  lump  sum. 
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(b)  If  the  board  finds  that  the  condition  did  not  exist  prior  to  entry  into  service,  it  shall  fix  the 
retirement  benefit  to  be  paid  the  member.  The  retirement  benefit  shall  not  exceed  fifty  per- 
cent (50f)  of  current  compensation  or  be  less  than  the  actuarial  equivalent,  as  determined  by 
the  board,  of  the  total  of  the  contributions  made  for  the  member  by  liimself,  his  employer, 
and  the  state. 

Section  8.  A  member  retiring  under  this  act  may  elect  in  wTiting  prior  to  his  date  of  retirement  to 
receive,  in  lieu  of  the  benefit  otherwise  determined,  a  reduced  benefit  payable  during  his  lifetime  \\dth  a 
prescribed  percentage,  not  exceeding  one  hundred  percent  (100?),  of  the  reduced  benefit  becoming  payable 
to  his  sur\'iving  joint  annuitant  upon  his  death.  The  reduced  benefit  shall  be  equal  to  the  actuarial  equiv- 
alent of  tlie  member's  retirement  benefit.  The  member  shall  designate  his  joint  annuitant  and  specify  the 
percentage  of  reduced  benefit  the  joint  annuitant  is  to  receive  at  the  time  he  makes  the  election. 

Section  9.  If  after  entry  into  service,  a  member  sen'cs  on  active  duty  in  tlie  armed  forces  of  the 
United  States,  the  time  served  shall  be  counted  as  years  of  contributing  service.  However,  a  member  may 
not  receive  more  than  five  (5)  years  of  contributing  service  for  active  duty  in  the  armed  forces  and  he  must 
return  to  his  employer,  or  another  employer  under  the  pro\dsions  of  this  act,  sooner  than  ninety-one  (91) 
days  after  discharge  or  separation  from  the  armed  forces. 

Section  10.    If  a  member  terminates  his  employment  or  it  is  terminated: 

(1)  with  less  than  ten  (10)  years  of  contributing  service,  he  shall  receive  his  member  contribution  in 
a  lump  sum;  or 

(2)  witli  more  than  ten  (10)  years  of  contributing  service  he  may  either  withdraw  his  member  con- 
tiibution  in  a  lump  sum  or  leave  his  member  contribution  on  deposit  and  recei\'e  a  reduced 
service  retirement  benefit  after  reaching  his  fiftieth  birthday.  The  board  shall  determine  the 
reduced  benefit.  One  (1)  year  from  his  employment  termination  date  a  member  \\'ho  has  left 
his  member  contribution  on  deposit  shall  not  be  eligible  for  any  disability  benefit  or  death  bene- 
fit except  for  his  member  contribution  paid  to  his  estate  or  named  beneficiary  if  the  member 
dies  before  becoming  eligible  for  a  reduced  benefit. 

Section  11.  Witliin  six  (6)  months  of  the  effective  date  of  this  act  any  policeman  or  fireman,  covered 
under  the  provisions  of  Chapter  18  or  Chapter  19,  Title  11,  R.C.M.  1947  may  elect  to  come  imder  the  pro- 
visions of  this  act  by  giving  notice  in  writing  to  the  city  treasurer  and  the  board. 

Section  12.  There  is  appropriated  to  the  board  from  the  general  fund  for  the  biennium  ending  June 
30,  1969,  an  amount  not  to  exceed  ten  tliousand  dollars  ($10,000)  to  pay  any  benefit  due  under  this  act 
which  cannot  be  paid  because  of  insufficient  funds  in  the  account  of  the  board  in  the  earmarked  revenue 
fund.  The  board  may  draw  warrants  on  the  general  fund  to  pay  the  benefits  only.  As  soon  as  the  board 
account  in  the  earmarked  revenue  fund  is  sufficient,  the  board  shall  deposit  an  amount  in  the  general 
fund  equal  to  the  total  warrants  drawn  on  the  general  fund. 
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BILL  II 
BILL  NO. 


Introduced  by 


NOTE:  In  the  following  pages  the  deletions  from  the  wording  in  the  present 
law  are  shown  by  the  type  in  italics;  additions  are  shown  by  bold  face  type; 
unchanged  portions  regular  type. 

A  BILL  FOR  AN  ACT  ENTITLED:  "AN  ACT  TO  CHANGE  THE  EMPLOYEE  AND  EMPLOYER 
CONTRIBUTIONS  TO  RETIREMENT  SYSTEMS  FOR  POLICEMEN  EMPLOYED  BY  MUNICI- 
PALITIES UNDER  THE  METROPOLITAN  POLICE  LAW:  AMENDING  SECTIONS  11-1825  AND 
11-1823,  R.C.M.  1947" 

BE  IT  ENACTED  BY  THE  LEGISLATIVE  ASSEMBLY  OF  THE  STATE  OF  MONTANA: 

Section  1.    Section  11-1825,  R.C.M.  1947  is  amended  to  read  as  follows: 

"11-1825.  Salary  deduction  for  payment  of  reserve  officers.  The  treasurer  of  any  incorporated  city 
which  may  be  hereafter  subject  to  the  provisions  of  this  act,  shall  retain  from  the  monthly  salary 
of  all  police  officers  upon  tlie  active  list,  a  sum  equal  to  three  percentuni  (3%)  six  percent  (6%)  of 
the  monthly  compensation  paid  each  officer  for  his  services  as  such  police  officer,  the  said 
monthly  deduction  from  the  salaries  of  such  police  officers,  shall  be  paid  into  the  fund  created 
by  the  ta.x  levy  for  the  purpose  of  paying  the  salaries  of  police  officers  upon  the  reserve  list." 

Section  2.    Section  11-1823,  R.C.M.  1947  is  amended  to  read  as  follows: 

"11-1823.  Fund  for  payment  of  officers  on  reserve  lists — ta.x  levy.  For  the  purpose  of  paying  the 
salaries  of  policemen  who  have  been  placed  upon  the  reserve  list  of  the  cities  of  the  first  and 
second  class,  and  third  class  cities  that  have  adopted  the  metropolitan  police  law  by  ordinance, 
the  city  or  town  council,  or  commissioners,  shall  in  the  manner  provided  for  by  law,  at  the  time 
of  the  levy  of  the  annual  tax,  levy  such  special  tax  of  not  less  than  the  amount  needed  to  pay 
salaries  of  policemen  placed  on  the  reserve  list  nor  more  than  six  (6)  mills  to  exceed  one  (1) 
mill  on  the  dollar  upon  the  assessed  taxable  \aluation  of  all  taxable  property  within  the  limits 
of  said  city  or  town,  wliich  said  tax  shall  be  collected  as  other  taxes  and  \\^hen  so  collected,  shall  be 
paid  into  the  fund  created  for  the  payment  of  such  salaries  of  police  officers  upon  the  reserve 
list. 

Haiuever,  in  case  the  demand  against  such  fund  shall  he  heavier  titan  said  levy  can  provide,  then 
and  in  such  case  such  additional  levy  of  not  to  exceed  two  (2)  mills  may  be  made  until  such  re- 
turns from  the  first  mill  levy  be  sufficient  to  meet  the  demand." 
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BILL  III 
BILL  NO. 


Introduced  by 


A  BILL  FOR  AN  ACT  ENTITLED:  "AN  ACT  TO  CHANGE  THE  EMPLOYEE  AND  EMPLOYER 
CONTRIBUTIONS  TO  RETIREMENT  SYSTEMS  FOR  FIREMEN  IN  INCORPOR.\TED  MUNICI- 
PALITIES; AMENDING  SECTIONS  11-1911  AND  11-1912,  R.C.M.  1947." 

BE  IT  ENACTED  BY  THE  LEGISLATIVE  ASSEMBLY  OF  THE  STATE  OF  MONTANA: 

Section  1.    Section  11-1911,  R.C.M.  1947  is  amended  to  read  as  follows: 

"11-1911.  Source  of  fund.  The  disability  and  pension  fund  of  die  fire  department  relief  associa- 
tion of  such  city  or  town  shall  consist  of  all  bequests,  fees,  gifts,  emoluments  or  donations,  given 
or  paid  to  such  fund,  or  any  of  its  members,  except  as  otherwise  designated  by  the  donor,  and 
a  monthly  fee  which  shall  be  paid  into  the  fund  by  each  paid  member  and  pait  paid  member  of 
said  fire  department  rehef  association  amounting  to  three  (3)  six  percent  (6%)  of  his  regular 
monthly  salary,  the  proceeds  of  a  tax  levy  as  provided  by  section  11-1912,  R.CM.  1947,  and  all 
monies  received  from  the  state  of  Montana  as  provided  for  by  Section  11-1919,  R.C.M.  1947,  and 
the  interest  of  any  portion  of  such  fimd." 

Section  2.    Section  19-1912,  R.C.M.  1947  is  amended  to  read  as  follows: 

"11-1912.  Tax  levy  for  fund.  For  the  purpose  of  maintaining  said  disability  and  pension  funds  of 
such  fire  department  relief  association,  in  an  amount  equal  to  one  percentum  (1%)  of  the  taxable 
valuation  of  all  taxable  property  within  the  limits  of  amj  city,  town,  or  municipality,  the  city  or 
town  council  or  commission  or  such  other  proper  authority  of  any  municipality,  as  is  now  or  may 
hereafter  he  established,  under  special  or  local  laws  passed  by  tlie  legislative  assembly  and  adopted 
by  the  electors  within  such  city,  town,  or  municipality,  entitled  to  vote  thereon,  at  all  times  when 
the  said  relief  association  fund  is  in  a  total  amount  of  less  than  one  per  centum  (1%)  of  the  taxable 
valuation  of  all  taxable  property  within  the  limits  of  the  city,  town  or  municipality,  shall  aimually, 
in  the  manner  provided  by  law,  at  the  time  of  the  levy  of  the  annual  tax,  levy  a  special  tax 
of  not  less  than  the  amount  needed  to  pay  retirement  benefits  nor  more  than  six  (6)  mills 
upon  the  taxable  valuation  of  all  taxable  property  within  the  limits  of  the  city  or  town 
as  herein  below  set  forth,  which  said  special  tax  shall  be  collected  as  other  taxes  are  collected 
and  when  so  collected  shall  be  paid  into  the  disability  and  pension  fund  of  the  fire  department 
rehef  association  of  said  city,  town  or  municipality. 

1.  Whenever  the  total  amount  of  a  fire  department  relief  associations  fund  is  less  than  one 
per  centum  (1%)  of  the  taxable  valuation  of  all  taxable  property  within  the  limits  of  the  city,  town 
or  municipality,  the  special  tax  levy  shall  be  two  (2)  mills  on  each  dollar  of  taxable  valuation  of 
all  property  assessed  for  taxes  ivithin  the  limits  of  the  said  city,  toivn  or  municipality,  provided, 
hoivever,  if  the  assessment  of  a  two  (2)  mill  tax  levy  in  one  year  will  create  a  revenue  as  will 
cause  said  fire  department  relief  association's  disability  and  pension  fund  to  exceed  one  per 
centum  (1%)  of  the  taxable  valuation  of  all  taxable  property  in  said  city,  town  or  municipality, 
then,  in  that  event,  and  not  otherunse,  the  mill  tax  levy  shall  be  sttch  fractioiml  part  of  two  (2)  mills 
as  will  produce  a  sufficient  amount  of  revenue  as  will  bring  tlie  total  amount  of  the  said  fire 
dcpartvwnt  relief  associations  disability  and  pension  fund  to  an  amount  equal  to  one  per  centum 
(1%)  of  the  taxable  valuation  of  all  taxable  property  in  said  city,  town  or  municipality. 

2.  Wlienever  the  total  amount  of  a  fire  department  relief  association's  fund  is  less  than  one 
half  of  one  per  centum  (^  of  1%)  of  the  taxable  valuation  of  all  taxable  property  within  the  said 
city,  town  or  municipality,  the  special  tax  levy  shall  be  three  (3)  mills  on  each  dollar  of  taxable 
valuation  of  all  taxable  property  assessed  for  taxes  within  said  city,  town  or  municipality;  pro- 
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vided,  however,  that  if  the  assessment  of  a  three  (3)  mill  tax  levy  in  any  one  year  will  create  a 
revenue  as  will  cause  said  fire  department  relief  associations  disability  and  pension  fund  to  exceed 
one  per  centum  (1%)  of  the  taxable  valuation  of  all  taxable  pro})eiiy  in  said  city,  town  or  munici- 
pality, then,  in  tliat  event,  and  not  otherwise,  the  tax  levy  sliall  be  two  (2)  mills,  as  provided  in 
the  last  preceding  paragraph,  and  such  fractional  part  of  one  (1)  mill  as  will  produce  a  sufficient 
revenue  as  will  cause  the  fire  department  relief  association's  disability  and  pension  fund  to  equal 
one  per  centum  (1%)  of  the  taxable  valuation  of  all  taxable  property  in  said  city,  town  or  munici- 
pality. 

3.  In  cities  of  the  third  class,  when  the  fire  department  relief  association's  disability  and 
pension  fund  contains  an  amount  of  less  than  two  per  centum  (2%)  of  all  taxable  property  within 
the  city  lintits  of  the  city,  town  or  municipality,  the  city  council  may  levy  an  annual  special  tax 
not  to  exceed  two  (2)  mills  on  the  dollar  of  all  taxable  valuation  of  all  taxable  property  assessed 
uAthin  the  said  city,  totvn  or  municipality. 


-29- 


BILL  IV 
BILL  NO. 


Introduced  by 


A  BILL  FOR  AN  ACT  ENTITLED:  "AN  ACT  TO  CHANGE  THE  METHOD  OF  DISTRIBUTING  A 
PART  OF  INSURANCE  PREMIUM  TAXES  FOR  POLICEMEN'S  AND  FIREMEN'S  RETIREMENT 
SYSTEMS  AMENDING  SECTIONS  11-1919,  11-1834,  AND  11-2030,  R.C.M.  1947  AND  REPEAUNG 
SECTIONS  11-1835  AND  11-1918,  R.C.M.  1947." 

BE  IT  ENACTED  BY  THE  LEGISLATIVE  ASSEMBLY  OF  THE  STATE  OF  MONTANA: 

Section  1.    Section  11-1919,  R.C.M.  1947  is  amended  to  read  as  follows: 

"11-1919.  State  auditor  to  pay  fire  department  relief  association  premium  tax  collected  from  cer- 
tain insurers.  1.  At  the  end  of  the  fiscal  year,  the  state  auditor  shall  issue  and  deliver  to  the 
treasurer  of  every  city  or  town,  for  the  use  and  benefit  of  the  fire  department  reHef  association 
legally  existing  in  every  such  city  or  town  entitled  by  law  to  recci\-e  the  same,  his  warrant  for 
an  amount  equal  to  nine  percent  (9%)  of  the  salaries  paid  to  firemen.  However,  if  nine  percent 
(9%)  of  the  salaries  paid  to  firemen  is  less  than  the  amount  distributed  at  the  end  of  fiscal  1966, 
the  amount  slioll  be  the  same  as  that  distributed  at  the  end  of  fiscal  1966.  The  distribution  shall 
be  paid  from  insurance  premiimi  taxes  collected  under  section  40-2821,  R.C.M.  1947.  The  taxes 
upon  the  fire  portion  of  the  direct  premiums  after  deducting  cancellations  and  return  premiums, 
collected  btj  the  state  auditor,  ex  officio  insurance  commiss!0>u;r,  from  insurers  authorized  to 
effect  insurance  on  risks  enumerated  in  subsection  2  of  this  section,  as  said  cities  or  tow)is  are 
each  severally  entitled,  to,  computed  as  follows: 

(a)  Each  and  every  fire  department  relief  association  legally  organized  and  existing  in  any 
city  or  town  and  entitled  by  law  to  receive  the  same  shall  receive,  as  its  portion  of  tlie  total 
taxes  on  premiums  collected  from  insurers  authorized  to  effect  insurance  on  risks  enumerated  in 
subsection  2  of  this  section,  the  fire  portion  of  the  direct  premiums,  after  deducting  cancellations 
and  return  premiums,  assessed  and  collected  by  insurers  authorized  to  effect  insurance  on  risks 
enumerated  in  subsection  2  of  this  section  in  the  said  city  or  town. 

(b)  The  legally  organized  and  existing  fire  department  relief  associations  in  all  cities  or  towns 
where  the  taxes  on  premiums  collected  and  distributed  pursuant  to  subdivision  (a)  above  is  in- 
sufficient to  vjakc  an  amount  equal  to  one  hundred  dollars  ($100.00)  shall  receive  such  additional 
amount  from  the  total  taxes  on  premiums  collected  from  insurers  authorized  to  effect  insurance 
against  risks  enumerated  in  subsection  2  of  this  section  as  may  be  necessary  to  make  the  total 
amount  received  by  said  fire  department  relief  association  equal  to  the  sum  of  one  hundred  dol- 
lars ($100.00). 

2.  The  risks  referred  to  in  subsection  1  above,  are  enumerated  as  follows:  Insurance  of  houses, 
buildings,  and  all  other  kinds  of  property  against  loss  or  damage  by  fire  or  other  casualty,  and  all 
kinds  of  insurance  on  goods,  merchandise,  or  other  property  in  the  course  of  transporation  whether 
on  land  or  water  or  air;  insurance  against  loss  or  damage  to  motor  vehicles  resulting  from  acci- 
dent, collision,  or  marine  and  inland  navigation  and  transportation  perils;  insurance  of  growing 
crops  against  loss  or  damage  resulting  from  hail  or  the  elements;  insurance  against  loss  or  dam- 
age by  water  to  any  goods  or  premises  arising  from  the  breakage  or  leakage  of  sprinklers,  pumps 
or  other  apparatus;  and  insurance  against  loss  or  legal  liability  for  loss  because  of  damage  to 
property  caused  by  the  use  of  teams  or  vehicles  whether  by  accident  or  collision  or  by  explosion 
of  any  engine  or  tank  or  boiler  or  pipe  or  tire  of  any  vehicle,  and  also  including  insurance  against 
theft  of  the  whole  or  any  part  of  any  vehicle." 

Section  2.    Section  11-1834,  R.C.M.  1947  is  amended  to  read  as  follows: 

"11-1834.    (1)   Annual  state  payment  to  municipality  with  pohce  department.   At  the  end  of  each 
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fiscal  year  the  state  auditor  shall  issue  and  deliver  to  the  treasurer  of  each  city  and  town  in  Mon- 
tana, having  a  pohce  department,  his  vi^arrant  in  an  amount  equal  to: 

(a)  nine  percent  (9%)  of  the  scdories  paid  to  policemen  if  the  city  or  town  has  a  retirement 
system  established  imder  the  metropolitan  police  law.  Chapter  18,  Title  11,  R.C.M.  1947; 

(b)  the  simi  paid  to  that  city  or  town  for  the  use  and  benefit  of  its  fire  department  relief  as- 
sociation pursuant  to  the  provisions  of  section  11-1919,  R.C.M.  1947,  as  amended  if  the 
city  or  town  does  not  hcrve  a  retirement  system  established  under  the  metropolitan  po- 
lice law.  Chapter  18,  Tide  11,  R.CJ^.  1947. 

(2)  Payments  shall  be  made  from  insiirance  premium  taxes  collected  under  section  40-2821, 
R.C.M.  1947." 

Section  3.    Section  11-2030,  R.C.M.  1947  is  amended  to  read  as  follows: 

"11-2030.  Fire  insurance  premium  tax  to  be  paid  into  fund.  The  state  auditor  and  ex-officio 
commissioner  of  insurance  of  the  state  of  Montana  shall  annually  deposit  in  the  earmarked  rev- 
enue fund,  such  sum  as  shall  be  equivalent  to  five  percent  (5%)  of  premium  taxes  collected  from 
insurers  authorized  to  effect  insurance  against  risks  enumerated  in  subsection  2  of  section  11-1919, 
as  shall  remain  after  the  amounts  provided  for  by  section  11-1919  shall  have  been  firsi  deducted. 
one  and  four-tenths  percent  (1.4%)  of  insurance  premiimi  taxes  collected  under  section  40-2821, 
R.C.M.  1947.  Such  moneys  shall  be  used  for  the  payment  of  claims  and  administrative  costs  as 
provided  in  section  11-2025  and  11-2026,  R.C.M.   1947." 

Section  4.    Sections  11-1835  and  11-1918,  R.C.M.  1947  are  repealed. 
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BILL  V 
BILL  NO. 


Introduced  by 


A  BILL  FOR  AN  ACT  ENTITLED:  "AN  ACT  TO  REMOVE  THE  PROVISIONS  THAT  FIREMEN'S 
PENSION  BENEFITS  CAN  BE  REDUCED  IF  THE  RETIREMENT  FUND  IS  NOT  SUFFICIENT; 
AMENDING  SECTIONS  11-1925,  11-1926,  AND  11-1927,  R.C.M.   1947." 

BE  IT  ENACTED  BY  THE  LEGISLATIVE  ASSEMBLY  OF  THE  STATE  OF  MONTANA: 

Section  1.    Section  11-1925,  R.C.M.  1947  is  amended  to  read  as  follows: 

"11-1925.  Pensions  to  retired  firemen.  Each  and  every  fire  department  relief  association  organ- 
ized and  e.xisHng  under  the  laws  of  this  state  shall  pay  to  each  of  its  members  who  elect  to  retire 
from  active  service  after  having  completed  twenty  (20)  years  or  more  of  active  duty  and  has 
reached  the  age  of  fifty  (50)  years  as  a  fully  paid  member  of  a  paid,  or  partly  paid  and  partly 
volunteer  fire  department  of  the  city  or  town  wherein  such  association  has  been  formed,  out  of 
any  money  in  the  association's  "disability  and  pension  fund,"  a  "service  pension"  in  an  amount 
which  shall  be  equal  to  one-half  (M)  of  the  sum  last  received  by  the  member  as  a  monthly  com- 
pensation for  his  services  as  an  active  member  of  said  fire  department.  Protndcd,  such  associa- 
tion may  at  any  time,  by  a  two-thirds  (%)  vote  of  the  members  thereof,  increase  or  decrease  the 
said  service  pension  whenever  the  financial  condition  of  the  association's  "disability  and  pension 
fund"  shall  warrant  such  action:  provided,  that  no  increase  shall  be  effected  as  will  increase  the 
said  "service  pension"  to  an  amount  in  excess  of  a  sum  equal  to  one-lwlf  (,2)  of  the  monthly  active 
duty  compensation  last  received  by  the  member,  provided,  further,  that  no  decrease  shall  be 
effected  unless  the  balance  in  the  "disability  and  pension  fund"  is  less  than  one-half  (%)  of  one 
percent  (1%)  of  the  taxable  valuation  of  all  taxable  property  within  the  limits  of  the  city,  town  or 
municipality.  However,  effective  July  1,  1963,  and  after  completing  twenty  (20  years  or  more  of 
active  service  and  attaining  the  age  of  fift\'  (50)  years,  a  member  elects  to  serve  an  additional 
one  (1)  to  ten  (10)  years,  then  the  pension  shall  be  increased  at  the  rate  of  one  per  cent  (1%)  per 
year  of  such  additional  service,  up  to  a  maximum  of  sixty  per  cent  (60?)  of  the  last  month's  salary 
received  as  a  monthly  compensation  for  his  services  as  an  active  member  of  said  fire  department. 
In  case  of  volunteer  men  the  compensation  shall  in  no  e\'ent  exceed  the  sum  of  sevent>'-five  dollars 
($75.00)  per  month. 

A  member  of  a  pure  volunteer  fire  department  who  has  served  twenty  (20)  years  or  more  as 
an  active  member  of  such  a  fire  department,  without  qualifying  as  to  any  provisions  pertaining 
to  an  attained  age,  shall  be  entitled  to  the  benefits  provided  for  by  this  act." 

Section  2.    Section  11-1926,  R.C.M.  1947  is  amended  to  read  as  follows: 

"11-1926.  Disability  pension.  Each  and  every  fire  department  relief  association,  organized  and 
existing  under  the  laws  of  this  state  shall  pay  a  "disability  pension,"  out  of  any  moneys  in  the 
association  "disability  and  pension  fimd,"  to  each  and  evpiy  member  of  said  association  who  has 
become  injured  or  disabled  by  reason  of  sickness  or  injury  contracted  or  received  in  line  of  duty, 
in  an  amount  which  shall  be  equal  to  one-half  (M)  of  the  sum  last  received  as  a  monthly  compen- 
sation by  such  injured  or  disabled  member  for  services  rendered  the  fire  department  of  the  city 
or  tovvTi  wherein  such  association  has  been  formed.  Provided  such  association  may  at  any  time, 
by  two-thirds  (%)  vote  of  the  members  thereof,  increase  or  decrease  the  said  "disability  pension" 
whenever  financial  condition  of  the  association's  "disability  and  pension  fund"  shall  warrant  such 
action:  provided  further  that  no  increase  shall  be  effected  as  will  increase  the  said  "disability  pen- 
sion" to  an  aniount  in  excess  of  a  sum  equal  to  one-half  ('S)  of  the  monthly  salary  last  received  by 
the  member:  provided,  further,  that  no  decrease  shall  be  effected  unless  the  balance  in  the  "dlt- 
ability  and  pension  fund"  is  less  than  one-half  (%)  of  one  percent  (1%)  of  the  taxable  valuation  of 

—32— 


all  taxable  property  within  the  limits  of  the  city,  town,  or  municipality.  However,  effective  July  1, 
1963,  and  after  completing  twenty  (20)  years  or  more  of  active  service  and  attaining  the  age  of 
fifty  (50)  years,  a  member  elects  to  serve  an  additional  one  (Ij  to  ten  (10)  jears,  then  the  pen- 
sion shall  be  increased  at  the  rate  of  one  percent  (1%)  per  year  of  such  additional  service,  up  to  a 
maximum  of  sixty  percent  (60%)  of  tlae  last  month's  salaiy  received  as  a  monthly  compensation  for 
his  services  as  an  active  member  of  said  fire  department.  In  case  of  volunteer  firemen,  such  dis- 
abihty  pension  shall  in  no  event  exceed  the  smri  of  seventy-five  ($75.00)  dollars  per  month." 

Section  3.    Section  11-1927,  R.C.M.  1947  is  amended  to  read  as  follows: 

"11-1927.  Pension  to  widows  and  orphans.  Each  and  every  fire  department  rehef  association,  or- 
ganized and  existing  vmder  the  laws  of  this  state,  shall  pay  to  the  widow  or  orphans  of  a  deceased 
member  of  said  association,  who,  on  the  date  of  liis  decease,  was  an  active  member  of  tlie  fire 
department  in  the  city  or  town  wherein  such  association  has  been  formed,  or  had  elected  to  retire 
from  active  service  of  said  fire  depaitment  and  receive  a  "service  pension '  as  provided  for  by  sec- 
tion 11-1925,  or  prior  to  liis  decease  had  suffered  a  sickness  or  in]ur>'  in  line  of  dut>',  and  was  re- 
cei\ing  or  was  qualified  to  receive  a  "disabilit>"  pension, "  as  provided  by  section  11-1926,  out  of 
any  money  in  the  rehef  association's  "disabihty  and  pension  fund,"  a  montlily  pension  in  an  amount 
wliich  shall  be  equal  to  one-half  (J2)  of  the  montiily  compensation  last  received  by  such  deceased 
member  for  his  services  as  an  active  member  of  the  fire  department  in  the  city  or  town  wherein 
such  association  has  been  formed.  Provided,  such  association  may  at  any  time,  by  two-thirds  (%) 
vote  of  the  members  thereof,  increase  or  decrease  the  said  pension  whenever  the  financial  condi- 
tion of  the  association's  "disability  and  pension  fund"  shall  warrant  such  action;  provided,  tJiat  no 
increase  shall  be  effected  as  will  increase  the  said  pension  in  an  amount  in  excess  of  a  sum  equal 
to  one-half  {%)  of  the  monthly  compensation  last  received  by  the  deceased  member;  provided, 
further,  that  no  decrease  shall  be  effected  unless  the  balance  in  the  "disability  and  petision  fund" 
is  less  than  one-half  (^2)  of  one  percent  (1%)  of  the  taxable  valuation  of  all  taxable  property  within 
the  limits  of  the  city,  town,  or  municipality.  However,  effective  July  1,  1963,  and  after  completing 
tvvent\'  (20)  years  or  more  of  active  ser\ice  and  attaining  the  age  of  fifty  (50)  >'ears,  a  member 
elects  to  serve  an  additional  (1)  to  ten  (10)  years,  then  die  pension  shall  be  increased  at  the  rate 
of  one  per  cent  (1%)  per  year  of  such  additional  service,  up  to  a  maximum  of  sixty  per  cent  (60%) 
of  the  last  month's  salar)-  recei\-ed  as  a  monthly  compensation  for  liis  services  as  an  active  mem- 
ber of  said  fire  department.  Provided,  that  said  pension  shall  be  paid  to  the  within  named  widow 
only  so  long  as  she  remains  unmarried,  and  further  provided,  that  a  widow  of  a  deceased  fireman 
shall  not  be  entitled  to  the  pension,  provided  for  by  tiiis  act,  in  those  cases  where  tlie  marriage 
was  consummated  after  the  fireman  had  elected  to  retire  from  active  service  and  recei\ed  a  "ser\^- 
ice  pension"  as  pro\ided  for  by  section  11-1925;  or  in  those  cases  where  the  marriage  was  con- 
smnmated  after  the  fireman  had  qualified  and  was  receiving  a  "disabilit>'  pension"  as  provided 
for  by  section  11-1926.  Provided  furtlier,  tiiat  the  pension  herein  provided  for  shall  not  be  paid 
to  the  orphans  of  deceased  firemen  after  thev'  have  attained  the  age  of  eighteen  (18)  years.  In 
case  of  volunteer  firemen  such  pension  shall  in  no  event  exceed  the  sum  of  seventy-five  ($75.00) 
dollars  per  month." 
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